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The Lash of Adversity 


I T would obviously be premature to judge the Government’s new 

economic policy from the Prime Minister’s speech alone, particularly 
since the time-table precludes any extended comment on the speeches that 
were to be made on the second day of the debate by the President of the 
Board of Trade and by the Chancellor of the Exchequer. The new policy 
is an improvisation, and bears the marks of its hurried preparation ; there 
is much in Mr Attlee’s bare and bald outline that needs considerable 
amplification before it can be fully understood. 


But in.a matter that is in large part psychological, first impressions 
count for a good deal and if Mr Attlee’s speech has given: the country 
the wrong lead, no amount of later glosses upon it will. catch up with the 
harm done. That any speech of Mr Attlee’s would be arid and un- 
inspiring is, unfortunately, to be taken for granted; he touches nothing 
that he’ does not dehydrate. But there was room for hoping that the 
substance of what he had to say would overcome the defects of the 
manner and jolt the country into a sense of reality. ‘The measure of his 
failure lies in the almost audible sigh of relief that went throtigh the 
country on Wednesday evening “Not so bad, after all” is the 
general comment; and there could hardly be a more disastrous reaction 
to have provoked. There are two tests. that can properly be applied to 
the Governmeént’s plans, In part, those plans must inevitably be a 
purely passive adjustment to external circumstances; and there the test 
is whether. all traces of false optimism have been adequately squeezed 
out. But the new proposals should also include a frank recognition that 
the economic policy pursued to date inside this country has been partly 
responsible for the present mess and a firm determination to seek and 
apply the remedies. Judged by the first test, the Government’s proposals 
are not very satisfactory; and judged by the second, they are downright 
unsatisfactory. 

Under the first head—that of the passive defence measures against 
the dollar stringency—there is some evidence that Ministers are at last 
frightened of the position that is developing, and that they are trying to 
frighten the public. But they cannot yet bring themselves to say more than 
“* Boo” to a people that is by now enured to crises. None of the cuts in 
external expenditure that is proposed measures up to what the public had 
steeled itself, in the last few days, to expect. The reduction in the total 
of the armed forces by 80,000 by the end of the year is merely derisory. 
It has long been quite impossible to understand the Government’s mental 
processes on this subject. They have committed themselves to a con- 
scription policy that will bring the total of the forces down before long 
to somewhere between 600,000 and 750,000; why on earth cannot it be 
done now ? People were expecting the total withdrawal of the basic 
petrol ration; but it is only to be cut by one-third. On travel allowances 
and film remittances, something much more drastic had been expected. 
And lastly, in the matter of food, there had been a dismal expectation of 
a halving of the meat ration and a cut in the fats ration. But all the 
Prime Minister said was that some items would be “ up-pointed,” that 


226 


there would be restrictions (unspecified) on meals in hotels and 
restaurants and that there might be further cuts (still less speci- 
fied) later on. This is a dereliction of duty. The Prime Minister 
sheuld have told the country squarely that it is necessary to 
choose between food and raw materials, and that it is the raw 
materials of productive industry that are really essential im the 
ultimate analysis. It is better to go hungry and still be able to 
work for salvation than to keep full stomachs and live on charity. 
Mr Attlee should have made the country realise that this is its 
bitter choice ; imstead, he has encouraged the belief that some- 
thing will turn up to put off the necessity of choosing. 

The most encouraging announcement in this part of the 
Prime Minister's speech was that the Government have at last 
decided to break their embarrassed silence on the ruinous nature 
of the conditiens attached to the American ctedit and to teil 
the United States Government squarely that they cannot be 
borne. This should have been done two years ago ; and it would 
have been done two years ago if the Brinsh negotiators at 
Washington had had a larger dash of realism and a smaller 
admixture of ideology. The Government have made no greates 
mistake in their two years of office than to gag the free discus- 
sion of the American loan in December, 1945. Something is 
said in two later articles of this issue about the issues that revolve 
round those two unintelligible abstractions, “ convertibility” 
and “ non-discrimination.” 


* 


If the one half of Mr Attlee’s speech was merely weak, the 
other half was definitely wrong-headed. Where there is need 
for a reversal of economic policy at home, he promised merely 
am imtensification of the wrong policy hitherto pursued. It can- 
net be too often repeated that the present troubles of the nation 
are only im part of external origin ; the other part is due to the 
mistakes that have been made at home. For two years the 
Government's economic policy has been made up of controls, 
rations, restrictions, priorities, exhortation and inflation. Now 
that it has landed the country in such a mess, all that the Govern- 
ment can think of to prescribe is a lot more of the same medi- 
cime. Since it failed to cure the patient, every ingredient is to be 
strengthened. There are to be new controls over capital invest- 
ment, the one sure long-term remedy. There are to be tighter 
allocations of materials. ‘There are to be new restrictions on 
the freedom of employers and workers. There are to be new 
priorities for exports—but without any real assurance that the 
suppliers of essential materials and components for the export 
trades will not get caught up im the new restrictions. (The 
Economust is, a8 t0 §0 per cent, am export business ; one of the 
largest exporters im its industry. But we are less able than ever 
before to do our exporting duty.) There are to be plenty more 
exhortations, with new and higher targets set in blithe indiffer- 
ence to the fact that the old and easier targets are not being 
attained. And, lastly, there is to be more inflation. When sup- 
ples available for the home market are cut down without any 
reduction of spending power, that by itself intensifies inflation. 
But in fact spending power will be,increased, for the extra hours 
that the unions are to be asked to work will have to be paid for 
at overtime rates, and the TUC’s statement is significantly silent 
about the Governments plea for a truce to wage claims. Why 
should this intensification of the mixture-as-before be expected 
to work any better than it has worked hitherto ? 

These doubts about the attainability of paper targets apply 
with particular force to the policy of agricultural expansion now 
announced. It is not very easy to quarrel with the target. Un- 
less British exports are to be much more successful in capturing 
and holding the world’s markets than seems at all likely, some 
permanent limitation of British imports will be necessary long 
after the present dollar crisis has been surmounted. It is not 
unreasonable to say, in these circumstances, that an increase of 
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20 per cent in the output of British agriculture is desirable 


But is it possible ?__Can it be done at all—and i 
within five years—without a far-reaching reconstruction of 
whole structure of British agri 


that is, by giving farmers and farm workers ever-rising cash 
inducements—will 


ili not the cost be a very large fall in the stan- 
dard of living of the British people ? It is not because they pro. 


> And. if the attempt is 
made to accomplish it by the methods of the last eight years— 


pose inadequate targets that the Government’s proposals fai] 


to inspire confidence, but because they do not give any teason — 
for believing that, this time, the targets will be attained. ~~ 

Voices have been heard in the last few weeks urging that what — 
is wrong with the country is not wholly ccomomuc, but largely — 
moral. That is true. But the distinction between the economic — 


and the moral is not as absolute as is often supposed. Faulty 
economic policies can lead to bad morale. At the moment, it is: 
manifest that the country is languishing because its individual 
citizens do not react to the national calamity with sufficient effort 
and responsibility ia their individual lives. But that is not due; 
or at least not wholly due, to any weakening of moral fibre or any 
dilution of patriotic spirit. It is very largely due to the fact thar 
the national problem is not reflected in millions of individual 
problems. It was often remarked at the bottom of the slump 
that, though the national interest was obviously for expansion 
and free expenditure, the individual was compelled by circum- 
Stances to practise the most stringent economy. Today the roles 
are reversed. The community is faced with the mecessiry for the 
most bitter economy of its resources ; but fewer of its individual 
citizens have a personal economic problem to face than ever 
before. Some of them are hard pressed: the pensioners, the 
over-worked and under-paid senior civil servants, the salaried 
middle-class generally, and particularly their womenfolk. But 
the whole of the working class, the great majority of those whose 
incomes are derived from business, and virtually every business 
firm, have a greater feeling of individual prosperity today, for 
all the shortages, than they have ever experienced before. Of 
course they do not react to a national emergency that is simply 
something they read about in the papers and do not experience 
in their own lives. 

Not until the lash of economic adversity ceases to be a 
metaphor im statesmen’s speeches and becomes something that 
the individual feels on his own back will the “ moral” crisis be 
surmounted. If the Government wants real economy throughout 
the length and breadth of the land, it should so mould its 
again and every business firm begins to get anxious about its 
profit-and-loss account. It may be that the tide has already 
turned and that the inflationary pressure is relaxing ; but if so, 
it is due to the despised “ blind economic forces” and not f 
anything the Government has done. 
Stock Exchange losses, after seven years of Stock Exchange 


fallen because of the collapse of Mr Dalton’s policy, not because 
of any success it has had. The Government ought to be hurry- 


ing on the disinflationary process by every means in its power 
instead of impeding it for fear of creating unemployment. A 


moderate degree of unemployment would, in fact, be a god- 


send, since there is nothing else that will get the labour for ~ 


the mines, for the textile industries and for agriculture, and that 
will really clear the way for exports. A moderate degree of 
unemployment in the next few months—enough to restore some 


elasticity to industry—is, in fact, the only thing that will now 


save the country from the mass unemployment that would 
follow upon a complete breakdown of imports. It is, of course, 
reactionary” and “ socially irr - 


to say this. But it happens to be the truth. And it is a truth 
that the Government, with the great mass of the people behind 


them, are still resolutely determined to ignore. 
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Back to 


HE murder of two young British soldiers by Jewish terror- 
T ists and the discovery of their bodies in a snare of booby 
traps do not, in one semse, represent anything new in the tragic 
history of Palestine in the last two years. The attack on the 
hostages was more repellent but not more murderous than the 
blowing up of the King David Hotel, and week by week, 
Palestine has been taking its toll of innocent life. Yet there 
comes a point when the repetition of violence becomes in itself 
a new factor and that time has now been reached. The British 
Government has no doubt a duty to the international com- 
munity whose mandatory in Palestine it is. It has a duty to 
the Arabs. It has a duty to the Jews. All these several and 
collective duties have been stressed and re-stressed in recent 
months. But the culminating murders of last week should 
remind it of a duty rarely mentioned and apparently forgotten 
—a duty to the British people and in particular to the unfor- 
tunate British conscripts drafted to Palestine. The time has 
come not to examine international or Arab or Jewish or even 
American interests in Palestine, but to write the British balance 
sheet. Why should British soldiers continue to be exposed 
to this kind of killing? Why should the British community 
bear the cost ? For one thing is certain. The cost of Palestine 
to Britain is incalculable—in its material burden on the over- 
strained British economy, but, much more serious, in the moral 
degradation to which it exposes young men living under condi- 
tions which by their monotony incite them to excess and by 
their violence are likely to send them home very perfect anti- 
Semites. To offset such evils, the advantage to the British com- 
munity must indeed be very great and very clear. 

The seasoned critics of British imperialism in America and 
elsewhere reply that the reason for Britain’s interest in Palestine 
is crudely strategic, Only by the presence of British troops can 
Britain’s large oil investments be safeguarded and the area pre- 
served from Russian aggression. This argument certainly 
carried some weight with the General Staff and the Foreign 
Office in the past, indeed, in a quite immediate past. But there 
is now no intention of building a major base in Palestine, at 
Gaza or elsewhere. It is realised that the specific British interest 
in the Eastern Mediterranean as distinct from the general world 
interest in the stability of the area—is no longer so vital as to 
be worth the effort that would be needed to maintain it. 
America’s great interests are believed to be sufficiently protected 
without any Middle Eastern concentration of American troops. 
The British need not show a greater concern. If, on the other 
hand, the reason for the absence of American troops is the un- 
spoken assumption that Britain can do the job for America, 
the sooner the burden is shared, the better. In either case, no 
strategic advantage would be lost if the British withdrew imme- 
diately from Palestine. 

The continuance of British occupation in Palestine today 
can therefore be justified only on grounds of moral obligation. 
What are these obligations ? To the Arabs? After the last 
war, the British promised independence to the Arab world and 
the record in Iraq and Transjordan and, indirectly in Syria and 
Lebanon, goes almost the whole way to fulfil that promise. To 
the Jews, the British promised a National Home in Palestine. 
The Jews have now achieved it. At no time did the British 

t promise a Jewish majority and a Jewish state. The 
obligation is therefore already fulfilled. To world Jewry the 
British have another obligation, an obligation which they share 
With all the civilised nations—to succour the Jewish victims of 

’s persecution. But this duty does not entail an obligation 
to send the victims wherever they want to go. Any free and 
Ptivate poll among the Jewish survivors in Europe would 
trate beyond question that the majority wish to go to the 
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United States. This fact does not impose on Britain an obliga- 
tion to help them to get there. ne 

All in all, the moral obligation to stay in Palestine is very 
small—quite incommensurate with the cost to Britain of con- 
tinued occupation. If there were no more interests and duties 
involved than these, the British could and should begin their 
evacuation tomorrow. Other powerful arguments can be mar- 
shalled for such a move. In any situation of complete dead~ 
lock, the only hope is to introduce a completely new factor— 
a catalyst—such as was found in India when the Government 
announced a date for the transfer of power. If the policy of 
the catalyst worked there, could it not work in Palestine? The 
difficulty is that the circumstances are quite different. There 
is nO compromise Arab and Jew can reach unaided. Nor would 
there be the remotest hope of avoiding war. The removal of 
British control would be the signal for a massive Jewish immi- 
gration. The Arabs’ immediate resistance would be countered 
by Jewish forces trained in the British Commandos and by 
arms, equipment and finance provided by American Jewry. 
Local Arab opposition would be quickly beaten down—the chief 
reason for the terrorists’ attacks on Britain is their conviction 
that the Arabs could be easily defeated if the British withdrew. 
But in the event of a Jewish military victory inside Palestine 
the Arab states would hardly stand aside, especially since Jewish 
extremists have spoken of annexing more than Palestine. 
The fuse lit in Palestine would set in motion a conflagra- 
tion involving the whole Middle East, and however small 
Britain’s direct interests in Palestine may be, its interest in 
the general peace of the Eastern Mediterranean and the Arab 
lands is very great. A British withdrawal cannot, therefore, 
be lightly or precipitately undertaken. So long as there is any 
other reasonable solution it must first be tried, even though a 
total British withdrawal should be held im reserve as a last resort. 


* 


But if a British withdrawal is not immediately practicable, 
does it follow that the British Mandate must be continued— 
with all the misery and demoralisation that it entails? This 
clearly is impossible. Even if there can be no immediate British 
withdrawal, a change in policy there can and must be, one which 
relieves the British taxpayer and the British soldier of the impos- 
sible burden of internal policing and administration in Palestine. 
There is only one such solution—the partition of Palestine and 
the creation of a small Jewish sovereign state, if necessary 
with certain transfers of population. The Arab areas could 
either be attached as separate communes to neighbouring Syria 
and Transjordan or be included as an autonomous province 
in a Greater Syria. Partition is the solution recommended by 
the most distinguished report on Palestine yet drafted—the Peel 
Report—and, since 1938, no alternative has been found. It 
is the solution which, but for a last-minute intervention by 
Mr Bevin, might under Mr Creech Jones’* guidance have 
emerged from the conference with the Arabs and Jews, held 
an London last Christmas. Events since then—a hardening 
of opinion among the Arabs, a growing desperation among the 
Jews and the reference of the problem, in default of a British 
policy, to the United Nations—have made the carrying out of 
immediate partition more difficult. But it remains the only 
policy which, short of a total British withdrawal, gives the 
British community the relief it has every right to expect. 

Yet if the decision is taken to introduce partition, some effort 
must be made to mitigate the new difficulties. The United 
Nations, having been consulted, cannot be ignored. Their 
Commission will presumably be reporting in a few weeks and 
no action should be taken until then. But it is in the highest; 
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there would be restrictions (unspecified) on meals in hotels and 
restaurants and that there might be further cuts (still less speci- 
fied) later on. This is a dereliction of duty. The Prime Minister 
should have told the country squarely that it is necessary to 
choose between food and raw materials, and that it is the raw 
materials of productive industry that are really essential in the 
ultimate analysis. It is better to go hungry and still be able to 
work for salvation than to keep full stomachs and live on charity, 
Mr Attlee should have made the country realise that this is its 
bitter choice ; instead, he has encouraged the belief that some- 
thing will turn up to put off the necessity of choosing. 

The most encouraging announcement in this part of the 
Prime Minister’s speech was that the Government have at last 
decided to break their embarrassed silence on the ruinous nature 
of the conditions attached to the American credit.and to. tell 
the United States Government squarely that they ‘cannot be 
borne. This should have been done two years ago ; and it would 
have been done two years ago if the British negotiators at 
Washington had had a larger dash of realism and a smaller 
admixture of ideology. The Government have made no greatez 
mistake in their two years of office than to gag the free discus- 
sion of the American loan in December, 1945. Something is 
said in two later articles of this issue about the issues that revolve 
round those two unintelligible abstractions, “ convertibility ” 
and “ non-discrimination.” 


* 


If the one half of Mr Attlee’s speech was merely weak, the 
other half was definitely wrong-headed. Where there is need 
for a reversal of economic policy at home, he promised merely 
an intensification of the wrong policy hitherto pursued. It can- 
not be too often repeated that the present troubles of the nation 
are only in part of external origin ; the other part is due to the 
mistakes that have been made at home, For two years the 

‘Government's economic policy has been made up of controls, 
rations, restrictions, priorities, exhortation and inflation. Now 
that it has landed the country in such a mess, all that the Govern- 
ment can think of to prescribe is a lot more of the same medi- 
cine. Since it failed to cure the patient, every ingredient is to be 
strengthened. There are to be new controls over capital invest- 
ment, the one sure long-term remedy. There are to be tighter 
allocations of materials. There are to be new restrictions on 
the freedom of employers and workers. There are to be new 
priorities for exports—but without any real assurance that the 
suppliers of essential materials and components for the export 
trades will not get caught up in the new restrictions. (The 
Economist is, as to §0 per cent, an export business ; one of the 
largest exporters in its industry. But we are less able than ever 
before to do our exporting duty.) There are to be plenty more 
exhortations, with new and higher targets set in blithe indiffer- 
ence to the fact that the old and easier targets are not being 
attained. And, lastly, there is to be more inflation. . When sup- 
plies available for the home market are cut down without any 
reduction of spending power, that by itself intensifies inflation. 
But in fact spending power will be increased, for the extra hours 
that the unions are to be asked to work will have to be paid for 
at overtime rates, and the TUC’s statement is significantly silent 
about the Government's plea for a truce to wage claims. Why 
should this intensification of the mixture-as-before be expected 
to work any better than it has worked hitherto ? 

These doubts about the attainability of paper targets apply 
with particular force to the policy of agricultural expansion now 
announced. It is not very easy to quarrel with the target. Un- 
less British exports are to be much more successful in capturing 
and holding the world’s markets than seems at all likely, some 
permanent limitation of British imports will be necessary long 
after the present dollar crisis has been surmounted. It is not 
unreasonable to say, in these circumstances, that an increase of 
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od. per ‘cme in the output of British agriculture is desirable, 
But is it possible 2? Can it be done at we ee rp 


within five years—without a far-reaching reconstruction of the — 
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whole-structure of British agriculture? And. if the attempt is S 
made to accomplish it by the methods of the last eight years— — 


that is, by giving farmers and farm workers ever-rising cash — 
inducements—will not the cost bea very large fall in the stan- — 
dard of living of the British people ? It is not because they pro- — 
pose inadequate targets that the Government’s proposals fail — 
to inspire confidence, but because they do not give any reason — 


for believing that, this time, the targets will be attained. 
Voices have been heard in the last few weeks urging that what 


is wrong with the country is not wholly economic, but largely — 
moral. That is true. But the distinction between the economic 
and the moral is not as absolute as is often supposed. Faulty 


economic policies can lead to bad morale. At the moment, it is. 
manifest that the country is languishing because its individual 
citizens do not react to the national calamity with sufficient effort 
and responsibility in their individual lives, But that is not due, 
or at least’‘not wholly due, to any weakening of moral fibre or any 
dilution of patriotic spirit. It is very largely due to the fact thar 
the national problem is not reflected in millions of individual 
problems. It was often remarked at the bottom of the slump 
that, though the national interest was obviously for expansion 
and free expenditure, the individual was compelled by  circum- 
stances to practise the most stringent economy. Today the roles 
are reversed. The community is faced with the necessity for the 
most bitter economy of its resources ; but fewer of its individual 
citizens have a personal economic problem to face than ever 
before: Some of them are hard pressed: the pensioners, the 
over-worked and under-paid senior civil servants, the salaried 
middle-class generally, and particularly their womenfolk. But 
the whole of the working class, the great majority of those whose 
incomes are derived from business, and virtually every business 
firm, have a greater feeling of individual prosperity today, for 
all the shortages, than they have ever experienced before. Of 
course they do not react to a national emergency that is simply 
something they read about in the papers and do not experience 
in their own lives. 

Not until the lash of economic adversity ceases to be a 
metaphor in statesmen’s speeches and becomes something that 
the individual feels on his own back will the “ moral” crisis be 
surmounted. If the Government wants real economy throughout 
the length and breadth of the land, it should so mould its 
economic policy that every individual starts counting his pennies 
again and every business firm begins to get anxious about its 
profit-and-loss account. It may be that the tide has already 
turned and that the inflationary pressure is relaxing ; but if so, 
it is due to the despised “blind economic forces” and not to 
anything the Government has done. The healthy effects of 
Stock Exchange losses, after seven years of Stock Exchange 
profits, can already be perceived ; but the Stock Exchange has 
fallen because of the collapse of Mr Dalton’s policy, not because 
of any success it has had. The Government ought to be hurry- 
ing on the disinflationary process by every means in its power 
instead of impeding it for fear of creating unemployment. A 
moderate degree of unemployment would, in fact, be a god- 


send, since there is nothing else that will get the labour for ~ 


the mines, for the textile industries and for agriculture, and that 
will really clear the way for exports. A moderate degree of 
unemployment in the next few months—enough to restore some 
elasticity to industry—is, in fact, the only thing that will now 
save the country from the mass unemployment that would 
follow upon a complete breakdown of imports. It is, of course, 
“‘unprogressive,” “reactionary” and “ socially irresponsible” 


to say this. But it happens to be the truth. And it is a truth 
that the Government, with the great mass of the people behind 
them, are still resolutely determined to ignore. 
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Back to 


HE murder of two young British soldiers by Jewish terror- 
"[ ists and the discovery of their bodies in a snare of booby 
traps do not, in one sense, represent anything new in the tragic 
history of Palestine in the last two years. The attack on the 
hostages was more repellent but not more murderous than the 
blowing up of the King David Hotel, and week by week, 
Palestine has been taking its toll of innocent life. Yet there 
comes a point when the repetition of violence becomes in itself 
a new factor and that time has now been reached. The British 
Government has no doubt a duty to the international com- 
munity whose mandatory in Palestine it is. It has a duty to 
the Arabs. It has a duty to the Jews. All these several and 
collective duties have been stressed and re-stressed in recent 
months. But the culminating murders of last week should 
remind it of a duty rarely mentioned and apparently forgotten 
—a duty to the British people and in particular to the unfor- 
tunate British conscripts drafted to Palestine. The time has 
come not to examine international or Arab or Jewish or even 
American interests in Palestine, but to write the British balance 
sheet. Why should British soldiers continue to be exposed 
to this kind of killing? Why should the British community 
bear the cost ? For one thing is certain, The cost of Palestine 
to Britain is incalculable—in its material burden on the over- 
strained British economy, but, much more serious, in the moral 
degradation to which it exposes young men living under condi- 
tions which by their monotony incite them to excess and by 
their violence are likely to send them home very perfect anti- 
Semites. To offset such evils, the advantage to the British com- 
munity must indeed be very great and very clear. 

The seasoned critics of British imperialism in America and 
elsewhere reply that the reason for Britain’s interest in Palestine 
is crudely strategic, Only by the presence of British troops can 
Britain’s large oil investments be safeguarded and the area pre- 
served from Russian aggression. This argument certainly 
carried some weight with the General Staff and the Foreign 
Office in the past, indeed, in a quite immediate past. But there 
is now no intention of building a major base in Palestine, at 
Gaza or elsewhere. It is realised that the specific British interest 
in the Eastern Mediterranean as distinct from the general world 
interest in the stability of the area—is no longer so vital as to 
be worth the effort that would be needed to maintain it. 
America’s great interests are believed to be sufficiently protected 
without any Middle Eastern concentration of American troops. 
The British need not show a greater concern. If, on the other 
hand, the reason for the absence of American troops is the un- 
spoken assumption that Britain can do the job for America, 
the sooner the burden is shared, the better. In either case, no 
Strategic advantage would be lost if the British withdrew imme- 
diately from Palestine. 

The continuance of British occupation in Palestine today 
can therefore be justified only on grounds of moral obligation. 
What are these obligations ? To the Arabs? After the last 
war, the British promised independence to the Arab world and 
the record in Iraq and Transjordan and, indirectly in Syria and 
Lebanon, goes almost the whole way to fulfil that promise. To 
the Jews, the British promised a National Home in Palestine. 
The Jews have now achieved it. At no time did the British 
Government promise a Jewish majority and a Jewish state. The 
obligation is therefore already fulfilled. To world Jewry the 
British have another obligation, an obligation which they share 
with all the civilised nations—to succour the Jewish victims of 
Hitler’s persecution. But this duty does not entail an obligation 
to send the victims wherever they want to go. Any free and 
private poll among the Jewish survivors in Europe would 
demonstrate beyond question that the majority wish to go to the 
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United States, This fact does not impose on Britain an obliga- 
tion to help them to get there. 

All in all, the moral obligation to stay in Palestine is very 
small—quite incommensurate with the cost to Britain of con- 
tinued occupation, If there were no more interests and duties 
involved than these, the British could and should begin their 
evacuation tomorrow. Other powerful arguments can. be mar- 
shalled for such a move. In any situation of complete dead- 
lock, the only hope is to introduce a completely new factor— 
a catalyst—such as was found in India when the Government 
announced a date for the transfer of power. If the policy of 
the catalyst worked there, could it not work in Palestine? The 
difficulty is that the circumstances are quite different. There 
is no compromise Arab and Jew can reach unaided. Nor would 
there be the remotest hope of avoiding war. The removal of. 
British control would be the signal for a massive. Jewish immi- 
gration. The Arabs’ immediate resistance would be countered 
by Jewish forces trained in the British Commandos and by 
arms, equipment and finance provided by American Jewry. 
Local Arab opposition would be quickly beaten down—the chief 
reason for the terrorists’ attacks on Britain is their conviction. 
that the Arabs could be easily defeated if the British withdrew. 
But in the event of a Jewish military victory inside Palestine 
the Arab states would hardly stand aside, especially since Jewish 
extremists have spoken of annexing more than Palestine. 
The fuse lit in Palestine would set in motion a conflagra- 
tion involving the whole Middle East, and however small 
Britain’s direct interests in Palestine may be, its interest in 
the general peace of the Eastern Mediterranean and the Arab 
lands is very great. A British withdrawal cannot, therefore, 
be lightly or precipitately undertaken. So long as there is any 
other reasonable solution it must first be tried, even though a 
total British withdrawal should be held in reserve as a last resort. 


* 


But if a British withdrawal is not immediately practicable, 
does it follow that the British Mandate must be continued— 
with all the misery and demoralisation that it entails? This 
clearly is impossible. Even if there can be no immediate British 
withdrawal, a change in policy there can and must be, one which 
relieves the British taxpayer and the British soldier of the impos- 
sible burden of internal policing and administration in Palestine. 
There is only one such solution—the partition of Palestine and 
the creation of a small Jewish sovereign state, if necessary 
with certain transfers of population. The Arab areas could 
either be attached as separate communes to neighbouring Syria 
and Transjordan or be included as an autonomous province 
in a Greater Syria. Partition is the solution recommended by 
the most distinguished report on Palestine yet drafted—the Peel 
Report—and, since 1938, no alternative has been found. It 
is the solution which, but for a last-minute intervention by 
Mr Bevin, might under Mr Creech Jones’: guidance have 
emerged from the conference with the Arabs and Jews, held 
in London last Christmas. Events since then—a hardening 
of opinion among the Arabs, a growing desperation among the 
Jews and the reference of the problem, in default of a British 
policy, to the United Nations—have made the carrying out of 
immediate partition more difficult. But it remains the only 
policy which, short of a total British withdrawal, gives the 
British community the relief it has every right to expect. 

Yet if the decision is taken to introduce partition, some effort 
must be made to mitigate the new difficulties. The United 
Nations, having been consulted, cannot be ignored. Their 
Commission will presumably be reporting in a few weeks and 
no action should be taken until then, But it is in the highest, 
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degree unlikely that the Commission will produce a clear-cut 
solution of the problem that all parties can be induced to accept. 
The British Government should be ready, with its mind made 
up, to announce its firm policy as soon as it becomes apparent— 
as it almost certainly will—that the appeal to the United Nations 
has been a waste of time. 

Could Arab and Jew be persuaded at this late hour to accept 
partition? On the Jewish side, the moderate leaders are 
probably still prepared to do so and those who, in spite of the 
terrorist fringe, still carry the most weight in Jewish affairs 
could almost certainly be persuaded to return to the conciliatory 
attitude they adopted—in private—last Christmas. The dire 
consequences of Jewish terrorism by now provide an added 
inducement to accept a policy which could bring terrorism to 
an end. Another undoubted inducement lies in the fact that a 
sovereign Jewish state could at once receive thousands more of 
Jewish refugees seeking to leave Europe. 

The task of persuading Arab opinion would be more difficult 
and it is doubtful whether the Arabs in Palestine itself would 
accept partition, unless under pressure from other members of 
the Arab League. But a number of inducements could be 
offered: a British guarantee of the Palestine frontiers, for 
instance, the self-interest of Syria and Transjordan in extending 
their frontiers and even gaining territory on the Mediterranean 
coast, the gain to the whole Arab world if, with the co-operation 
of the American Administration and the United Nations’ 
agencies, capital investment were offered to accelerate the eco- 
nomic development of the Arab lands—and Arab opinion might 
also be easier to persuade if the British Government, after con- 


THE ECONOMIST, August 9, 1947 


sulting the Dominions, were to couple the announcement of 
partition with-an offer from the Commonwealth to accept a large 


body of refugee immigrants, with a generous quota for the Jews, - 
The Arabs very naturally resent the fact that, as far as they — 
can see, they are being asked by the world to make the greatest 


contribution to the resettlement of the Jewish refugees. 


resentment and opposition would be lessened if they knew 
that other, wealthier communities were carrying their share of — 
the burden. A British decision on these lines might also hasten 


a similar decision in the United States. * 

If, however, the various inducements failed to impress Arab 
opinion, a sanction and a threat would be implicit in the new 
British position. For, if partition were rejected, the alternative 
would be a total British withdrawal, in which event the 
Palestinian Arabs’ chances of withstanding Jewish pressure 
would be very slight indeed. 

Thus the outlook for persuading both Arab and Jew, even at 
this late hour, is not hopeless. At least, it is not dark enough 
to nullify all chance of achieving partition by agreement. And 
it must be emphasised again that the reason for British advocacy 
of partition now is not primarily because it is in the best interests 
of the Jews or the Arabs, or the international community in 
general, it is simply because it is in the best interests of the 
long-suffering British and is, indeed, their last offer before they 
remove themselves lock, stock and barrel from an area which 
is a drain on their resources, a death-trap for their soldiers 
and a source of degradation, both to the men who are sent 
there and to the growing number of potential anti-Semites at 
home. 


Articles Seven to Ten 


HEN the terms of the American Loan Agreement were 

published and ratified in December, 1945, The Economist 
got into very hot water, in both countries, for the warmth of 
language with which it denounced the “cruelly hard” con- 
ditions that were attached to the grant of a dollar credit. Our 
view was that the British Government had no option but to 
agree, since it must have the dollars, but that the conditions 
attached amounted to a policy of ruination for the British 
economy which was not likely to be any the less effective for 
not being deliberate. “It is for the Americans to say what 
pleasure they take in a bargaining victory won over their best 
friends at such a price. . . . Beggars cannot be choosers. But 
they can, by long tradition, put a curse on the ambitions of 
the rich.” This was thought to be too strong language for polite 
society. We were unabashed at the time, and we are unrepentant 
today. Gladly would we have been proved wrong. But unfor- 
tunately every apprehension that we felt then has been justified 
in fuller measure, and with shorter delay, than we feared. If it is 
the disappearance of the dollars that brings on the present crisis, 
it is the conditions on which they were lent that make the crisis 
so difficult to solve. These are the first signs of a willingness 
in America to see how hardly the rigid application of theoretical 
principles can bear upon an economy that has been distorted by 
war and the willingness of Mr Marshall to discuss the subject 
brings some hope that these crippling restrictions will now be 
removed. 

MBs as well to recall what the conditions of the Agreement 
were. Article Seven requires “ sterling receipts from current 
transactions” to be made freely convertible into any other cur- 
rency by July 15, 1947. It is this that has brought the present 
crisis to a head. Article Eight commits the British Government 
to impose no exchange restrictions on current transactions from 
the same date. Under Article Nine, Great Britain promises 
(with a few exceptions) not to impose import restrictions that 


discriminate against imports from any country. And under 
Article Ten it is provided that sterling balances will not be 
repaid except in freely convertible sterling. It is expressly 
provided, however, that Articles Eight and Nine, “ which are 
in anticipation of more comprehensive arrangements by multi- 
lateral agreement, shall operate until December 31st, 1951.” 
In the absence of “multilateral agreement” they will then 
presumably lapse. 

In the inquest that is now going on into the causes of the 
present crisis, far too much stress is being laid on convertibility. 
It is true that the date was far too early and that it was its 
arrival which has apparently precipitated the crisis. But to 
restore some degree of convertibility to sterling is obviously 4 
desirable objective if it is to survive as a currency of inter- 
national commerce. And it could not be much longer delayed 
since it has been becoming increasingly difficult to buy imports’ 
except for payment in hard currencies. What has done the 
damage has been the fact that the British authorities have had 
no room for manceuvre. They could not offer the convertibility 
of sterling as a bargaining point since it had already been con- 
ceded to all as a unilateral right. In fact, they could: hardly 
bargain at all in view of the principle of non-discrimination. To 
give only one example—in the present conditions of world-wide 
dollar shortage, several countries afe cutting down their pur- 
chases from Britain in order to have a balance ‘of “ current 
sterling” which can be converted into dollars. Britain is 
powerless to redress its balance of payments with any such 
country without cutting down equally from ‘all. | 

It is not, in fact, Articles Seven and Eight—the convertibility 
articles—that are the villains. It is Articles Nine and Ten— 


the non-discrimination articles. And they are not wrong merely 
in the context of the present extraordinary conditions ; they are 
wrong in principle. 

The various objections to the doctrine of “ non-discrimina- 
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tion ” will not be news to readers of The Economist ; they have 
often been stated here. But they seem to have come as a sur- 
prise, within quite recent months, to His Majesty’s Government 
and to most, if not to quite all, of their advisers. Very little 
seems to have been said about non-discrimination during the 
negotiations for the dollar credit in 1945. There were great 
arguments about all the financial questions, especially -about the 
American insistence on making sterling convertible, but non- 
discrimination seems to have been accepted as the sort of prin- 
ciple to which no gentleman would take exception. Thus the 
British people were almost off-handedly saddled with what they 
now discover to be a great incubus. 

The first set of objections to the doctrine of non-discrimina- 
tion is that, in its American definition, it loads the dice unfairly 
against British interests. The widest argument under this head 
js that Great Britain, the world’s greatest buyer, is in a very 
strong bargaining position at most times (though not at present), 
and should therefore not accept any restrictions on its ability 
to drive hard bargains, restricting access to its market to those 
countries which treat its exports well. But it is doubtful just 
how much strength there will be in this argument when more 
normal conditions return ; and there is clearly very little strength 
in it today. For the purposes of this article, therefore, this wide 
and sweeping argument will be left aside. 


* 


Without any reliance on it, however, the doctrine of non- 
discrimination, as defined in Washington, can easily be shown 
to work unfairly against British interests, and it will continue to 
do so long after the present dollar crisis has been surmounted. 
There is a natural, but unmistakable, tendency on the part of 
the Americans to word their documents in such a way that all 
their own favourite methods of discrimination are to be retained, 
while the discriminations that favour the British are to go. Ship- 
ping, for example, is the one large international industry in 
which Britain has a large advantage over the United States, and 
British shipowners would greatly gain by the abolition of 
American flag discriminations, subsidies and other protective 
devices. But shipping is carefully excluded from the purview 
of the doctrine of non-discrimination. Again, there is no pro- 
posal that the United States shall abandon the discrimination 
of its “ tied loans ”—that is, the attachment to loans of the con- 
dition that all or part of the proceeds shall be spent in the 
United States. When America puts Brazil in possession of 
dollars by means of a loan, and stipulates that those dollars shall 
be spent in the United States, that is all right ; when Britain 
puts Argentina in possession of pounds by purchase of goods 
and stipulates that those pounds shall be spent in Britain, that is 
all wrong. Furthermore, though it is considered legitimate for 
the United States to attach discriminatory conditions to the 
making of a loan, Article Ten prohibits the United Kingdom 
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from attaching discriminatory conditions to the repayment of a 
debt. Though it does not yet seem to have been generally 
realised, this amounts to a prohibition of repayment of the 
sterling balances, since the likelihood of repayment in dollars 
(or in pounds convertible into dollars) is obviously very small. 
In the absence of this clause, it would be possible to arrange 
for the repayment of the sterling balances by special deliveries 
of goods over long periods of years, to the mutual advantage of 
creditor and debtor. 


x 


The second set of objections to the doctrine of non- 
discrimination is that, even if it were adjusted so as to be ner- 
fectly equitable in its incidence on different countries, it would 
still obstruct any attempt by a country to make its foreign trade 
serve the objects of its full employment policy. For all those 
countries where foreign trade is more than a marginal quantity, 
non-discrimination and economic stability are incompatible with 
each other. This proposition requires a little argument. 

Economic policy nowadays is mainly concerned—or, more 
accurately, will be mainly concerned when normal times return 
—with maintaining the level of general economic activity 
within the country. It is concerned, that is to say, with main- 
taining the total volume of economic activity, with keeping it 
high and keeping it steady; that is what is meant by the catch- 
phrase “ full employment.” It is obvious that for a country such 
as Great Britain, and for most others, the objects of a full 
employment policy would be entirely frustrated if the volume of 
international trade were to fluctuate widely from year to year. It 
is, therefore, inevitable that countries should seek to stabilise the 
volume of their imports and particularly of their exports. 
Whether or not it is true that the doctrines of untrammelled 
multilateral trade would lead to a higher volume of international 
trade on the average of years, no one in his senses would argue 
that it would stabilise the volume of trade from year to year; 
on the contrary, it would leave the volume of trade free to 
fluctuate. No one country can control the volume of its trade 
—certainly not of its exports; the planned stabilisation of trade 
can only be effected by mutual bargaining between pairs, or 
small groups, of countries, each promising to sustain its pur- 
chases if the others enable it to sustain its sales. In other words, 
any extension of full employment policies into the field of inter- 
national trade can only be achieved by means of bilateral bargain- 
ing which, though open to all comers, must inevitably discrimi- 
nate against those who do not choose to assume the obligations 
of the bargain. If this sort of arrangement is banned—as under 
the American proposals it is—it would be idle to expect that 
countries will abandon the attempt to control the volume of their 
foreign trade—they could not do so without abandoning their 
full employment policies. Their only recourse will be to cut 
down their imports to what is indispensable. The result of a 
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prohibition on planned stabilisation of trade at a high level will 
_ be planned stabilisation of trade at a low level. 

The third set of objections to non-discrimination is the most 
decisive of all. This is that non-discrimination, combined with 
a shortage of a major currency, is a powerful weapon for thrott- 
ling international trade instead of being a lever to increase it. No 
more persuasive example of the truth of this could be given 
than what is happening all over the world at the present ume. 
One country after another, finding itself compelled to cut down 
its dollar spendings, is also compelled by the American 
insistence on non-discrimination to cut down its purchases from 
all other countries as well. Because Britain and Argentina can 
neither of them buy from America, they are compelled to refuse 
to buy from each other. Nor is this likely to be a purely tem- 
porary state of affairs. It is true that the dollar shortage will 
not always be as severe as it is now ; but the optimism so preva- 
lent a year or two ago that the American balance of payments 
would by some magic bring itself into equilibrium has now 
vanished. It is much more likely (and always has been) that 
some shortage of dollars will persist for a long time. The great 
economic strength of the United States is a phenomenon to 
which there is no parallel in economic history. It is most 
unlikely that any adjustment of the American tariff to which 
Congress would conceivably consent would be big enough to 
solve the problem by an increase in American imports. 
Indeed, it is fully possible that there would still be a shortage 
of dollars even if the American tariff were completely abolished. 
A policy of massive dollar loans would do no more than 
postpone the problem, at the cost of intensifying it. 
It is much the most likely contingency that the problem 
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of the American balance of payments will have 
solved in the great majority of years in the same way in whic 
it is being solved in 1947—by a universal restriction by all othe, 
countries of their purchases from the United States. But if thj 
is so, the principle of non-discrimination merely 

device for doing the maximum harm to international trade, _ 


* “ag 


Sow 

Nothing that has been written in this article should be takeq 
as an argument in favour of discrimination for its own sake, 
There is no desire here to glorify Schachtianism. What ig 
asserted is that the sweeping and rigid dogma of non-discriming- 
tion d la Clayton would do, and is doing, far more harm than 
good to the cause it is intended to assist, the restoration of 
world trade. The International Trade Conference at Geneva 
would be occupying its time far more fruitfully if it were trying 
to define what sorts of “discrimination ”—that is, mutually 
profitable bargains between pairs or groups of countries—could 
be accepted, not merely as temporary exceptions but as per- 
manent devices for fostering the flow of international commerce, 
There is still time for the conference to make progress along 
these lines. 
In any case, the attitude of the British Government should 
be clear. more vigorous protest against the doctrine of non- 
discrimination should have been made when the Loan Agree- 
ment was made in 1945. Every effort should be made to per- 
suade the United States to release Britain from the obligation it 
then accepted, the ruinous nature of which is now clear to all 
And it should be made clear that, when that obligation expires 
in 1951, Gveat Britain will be extremely unwilling to renew it 


of Freedom 


(By a Correspondent) 


FEW years ago, in one of the districts of Glasgow where 
people of Catholic and of Protestant Christian faith dwell 
in proximity with one another, a man was arrested in a street 
brawl and brought before a magistrate. In court the police 
produced a stocking filled with broken glass which had been 
taken from him. “And why were you in possession of this 
dreadful object ? ” sternly inquired the magistrate, and received 
the answer: “ Please, your honour, it was a matter of religion.” 
We have moved so far since the age of the Wars of Religion 
that we now find a certain incongruity between the example 
of the Good Samaritan and the resolve to bash in one’s neigh- 
bour’s face with broken glass for the sake of a theology. But 
if the man had said it was a matter of politics, the story would 
have much less point. At all times in history there has been 
violence in contests for political power and the secularisation 
of dogmatic beliefs about the nature of the universe has not 
abolished, but only transformed, the odin. theologicum ;.as 
G. K. Chesterton once wrote, in the old days men killed one 
another for the love of God, in our time they kill one another 
for the love of Man. Nevertheless, even in politics there is 
current in a part of the world the idea that all men have a 
right of free political opinion and criticism, which should be 
protected by the law against arbitrary official persecution or 
unofficial gangsterism, and that society is only in a healthy 
condition when its conflicts are peacefully resolved through 
public discussion, controversy and election to civil office. This 
belief and the institutions corresponding to it are now known 
as Western 4 
The British Labour Party has never been much addicted 
to abstract theory and its leaders—-except Mr Strachey—have 
been almost innocent of “ scientific Socialism” as studied on 
the €ontinent. But, in the days before the electorate gave 


them for the first time their absolute parliamentary majority, 
they were accustomed on occasion to show the party flag and 
challenge debate in the House of Commons on “the public 
ownership and democratic control of the means of production.” 
This is what they meant and still mean by Socialism, and when 
they spoke of democratic control they really did mean demo- 
cratic control. They believed—whether rightly or wrongly is 
@ matter of opinion—that a system of production according 
to their formula was socially more desirable than the system 
of capitalist private enterprise ; was more in the real interest of 
the majority of the electorate, and was better able to avoid the 
evils of slump, unemployment and international trade rivalry 
leading to war. But to their belief both parts of their formula 
were essential, It was not sufficient to have political democracy 
without social democracy, representative government without 
socialisation of the means of production ; as long as the mass 
of wage-workers, the proletariat, had no share in productive 
property in modern industrial conditions, their merely 
political rights still left them economically disinherited. But 
without democratic control they had nothing to gain by public 
ownership. So much, indeed, was it assumed that the publicly 
owned property would be democratically controlled that it was 
little emphasised in debate. 

As Mr Bertrand Russell has pointed out in one of his essays, 
nobody before 1917 supposed that Socialism, not even Marxist 
Socialism, was ultimately undemocratic in the ordinary sens¢ 
of political democracy. Admittedly, some Socialists held that 
the victory of the working class over thé bourgeoisie could only 
be brought about through violent insurrection and civil war. 
But even those who held this view, and argued that the defeated 
bourgeoisie would for a time have to be deprived of political 
rights, considered it axiomatic that freedom of speech, freedom 
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of party association and freedom of election would exist among 
the victorious workers themselves. » They knew that the workers 
had a world to win and nothing to lose except their chains. 
But it never occurred to them that anyone but a born fool would 
imagine that the workers had won the world or lost their chains 
if the state owning the means of production were in the hands 
of a self-appointed, self-renewing irremovable corporation of 
ruling officials, who decided at their absolute discretion what 
use was to be made of the means of production, how much of 
the national income they would pay to themselves, and what 
wages and conditions of work they would allow to the great 
mass of state employees. 
* 


Since 1917, however, and particularly since about 1930, it 
js just that thesis which has been vehemently maintained by 
the sect called Communists—the faction of the old Russian 
Social Democratic Party who renamed themselves Communists 
thirty years ago and begat their like all over the world. The 
Communists do not, of course, admit that their system is un- 
democratic; on the contrary, they claim it to be the only true 
democracy. In the Soviet land, they say, there is no class 
conflict and therefore no social basis for more than one party ; 
plurality of parties having been done away with, the people 
are virtually unanimous in support of their rulers. In the last 
Union general election 99.7 per cent. of the registered electorate 
voted and the Government list received 99.18 per cent. of the 
votes cast ; Pravda proudly compared this to the British Labour 
Party’s 11 million votes from an electorate of 33 million in 1945 
or Roosevelt’s 25 million from an. electorate of 60 million in 
1944. This solemn farce of “electing” candidates who may 
not be opposed and must be either nominated or endorsed by 
the sole legal party is formal homage paid to democracy by 
the Communists. Byt it is no more than that. In reality, 
all who are not members of the Party, the vast majority of 
Soviet citizens, are disfranchised, for they cannot criticise or 
change their rulers; their only right is to vote for them. 
Membership of the Party is a jealously guarded privilege, and 
its rank and file are perpetually under threat of expulsion ; 
all real power is concentrated in a small clique of men who, 
whatever their behaviour, cannot in any way be called to 
account by those they govern. This is a system quite unlike 
the old idea of Socialism, which was supposed to give the people 
some control of what they were legally to own. 

People: who believe in the socialisation of the means of pro- 
duction are today divided between Communists on the one 
hand, and Socialists, Social Democrats and “ Labourites ” on 
the other. But, although the lines of division have been fairly 
sharply drawn in controversy among the Marxologians, there 
is still a remarkable confusion in the public mind about the 
whole issue. According to Professor Hayek, who so much 
influenced Mr Churchill’s Central European electioneering in 
1945, there is no real difference between various brands of 
economic collectivism ; the grey mare is trotting down the Road 
to Serfdom wi’ Clem Attlee, Hugh Dalton, Ernie Bevin, Herbert 
Morrison, Bill Rust, Old Uncle Joe Stalin and all, There are 
plenty of people who are convinced that Bolshevism already 
reigns in Downing Street ; were it not for the too notorious 
failure of Mr Bevin and Mr Molotov to agree about anything 
at all in the international field, this opinion would, indeed, 


* be almost universal outside the ranks of the Labour Party. 


Across the Atlantic the existence of this belief is a factor of 
great political importance. We are tokl that many business 


tycoons and Congressmen think that Socialism and Communism 
are really one and the same thing, and that it is no good aiding 
Europe, Eastern or Western, because the whole continent is 
going red anyway. 

Curiously enough, this opinion, coming out of the camp of. 
individualism, exactly corresponds to 
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what the Communists are saying with incessant loquacity from 
their end of Europe. According to them—and their propaganda 
only amplifies ‘what Generalissimo Stalin said in the audience 
he gave to Commander Stassen—there is only one great issue 
by which mankind is divided: the issue between “ Socialism ” 
—state ownership of the means of production—and capitalism. 
The Soviet Union has completed the Socialist revolution ; let 
others admire and copy. The bourgeois, the reactionaries, the 
imperialists and the fascist beasts cannot, of course, be expected 
to ; but for those who profess and call themselves Socialists, the 
choice is clear: either to fall in as humble camp-followers 
behind the party of Lenin and Stalin or to break working-class 
unity and range themselves on the other side of the barricades. 


But the Western Socialists, apart from the sub-sect known 
in this country as the Zilly Zanies, do not admit either that the 
question of political democracy is unimportant or that the 
Communist regime in Russia has any of the characteristics of a 
political democracy except in the sense in which Mr Bevin can 
be said. to have a slender figure—namely, that that is the way it 
started many years ago. Socialists claim to be democratic in 
two stages of intention: first, in that they aim at coming to — 
power and carrying out their programme by means of fairly won 
parliamentary majorities ; and second, in that, for the future 
Socialist society itself, they consider conditions of political free- 
dom to be essential. The second part of the doctrine is even 
more important than the first; it means the contrary of Com- 
munism, not only as regards the means to be employed in attain- 
ing the social aim but also as regards the nature of the society 
which is desired. 


* 


The position of the Western Socialists is now very difficult. 
They are caught between two fires ; under the stress ‘of conflict 
with bourgeois parties they are driven towards alliance with 
Communism, and in recoil from Communism they find. them- 
selves in the camp of capitalism; they are threatened with 
rebellions and splits in their party organisations, between those 
who put Socialism before liberty and those who put liberty 
before Socialism. But in their great majority they may be 
expected to remain adherents of Western democracy on two 
conditions—that their bourgeois adversaries in each ‘country 
play the democratic political game according to the rules and 
that American economic power is not used to thwart constitu- 
tionally adopted Socialist policies in. Western Europe. Both 
these conditions need to be mentioned and especially the second. 
The vital point about democracy is that it is not in itself a — 
specific social or economic programme, but the fretdont of the 
people to choose between programmes. 


For that vital principle the Communists substitute the doc- 
trine that government for the people shall be carried on, at the 
Party’s discretion, in spite of the people and never by the people. 
Those Socialists who still, in the last analysis, find it easier to 
forgive Communists for being totalitarians than to forgive 
liberals for béing bourgeois must therefore ask themselves 
whether they are not destroying the very root of the faith which 
they have inherited, the faith in the capacity of ordinary men 
and women to live better and fuller lives once the security and 
privileges of the middle-class have been extended to them by 
freely elected governments. ‘They must look at the develop- 
ment of Soviet institutions and ask themselves whether there is 
the slightest possibility of the Russian people attaining the free- 
dom of choice which is the essence of democracy. Any refusal 
to conduct this self-examination, any tendency to toy with totali- 
tarian alliances would weaken social democracy all over Europe, 
and convince the average American that there is little to choose 
between Socialists and Communists when it comes to a trial of 


strength. 
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NOTES OF 


Most of the sixteen governments represented at the Paris 
economic conference have now answered the questionnaires about 
their resources and needs sent to them last month. The figures 
and facts submitted have now to be assembled into some kind of 
pattern, within the lines of which western Europe’s reply to 
the Marshall offer will be drafted. It is at this stage that negotia- 
tion becomes really difficult, and there is little point in concealing 
the fact that divisions have already appeared within the main 
committee and in the wings of the conference. Circumstances 
are placing the British delegation in the role of the referee, and it 
is unfortunate that their hands should appear so weak just at the 
moment when firmness as well as wisdom is needed. 

The chief difficulry before the delegates is the lack of any 
authentic forecast of what Washington would like to see in the 
plan submitted from Paris. Everyone realises that the Americans 
could—if they wished—dictate informally the main lines of the 
plan ; and if the Americans would in fact dictate them some of 
the disagreements now smouldering could be quickly stamped out. 
For example, the Benelux group—who hold their heads very high 
in the throng of distressed Europeans—dislike and distrust the 
Monnet Plan to which the French cling with something like 
diesperation. They maintain that the plan is beyond French 
means and that Europe should not be asked to foot the bill for 
it. The attitude of the Belgians, Dutch and Luxemburgers has 
its roots in their disagreement with the French over the future 
of German industry: to the Dutch at any rate, quick industrial 
recovery in western Germany, with Rotterdam coming into its 
own, and the Ruhr buying their farm produce, is a matter of 
life and death. By all three any attempt to build up the French 
steel industry at the expense of the German would be resisted 
to breaking point. Try as they may to keep the question of 
Germany out of their discussions and leave it to the four Foreign 
Ministers three months hence, it crops up again and again. 


© 


The Low Countries proposal, now being studied, for making the 
currencies of the sixteen nations freely transferable and convertible 
into dollars, is discussed on page 254 of this issue. But the 
motives behind it are clear: it is intended to impress the Ameri- 
cans and to force governments zo put their currencies in order. 
France and Italy, for example, would have to “work their 
passage” into such a scheme by deflationary measures involving 
devaluation of the franc and the lira. 

The French reply to Benelux seems to be threefold: that de- 
valuation of the franc would be beneficial only after American aid 
had started flowing into Europe; that convertibility would be 
possible only after next spring; and that planning must look 
farther ahead than the eighteen months advocated by Benelux. 

It is already obvious that during the discussions of the next few 
weeks delegations will have to accustom themselves to mutual 
criticism and to exchanges of proposals which will sound very 
much like projects for interference in one another’s affairs. That 
trend is visible in the programmes of work which have just been 
passed to the expert sub-committees by the central co-ordinating 
committee: they include studies of proposals for developing 
hydro-electric power and organising and equipping a west Euro- 
pean grid ; for increasing the production of vegetable fats from 
colonial possessions; for using to the utmost existing steel- 
producing plants ; for increasing tractor production ; for allocating 
more coal to the production of fertilisers ; for joint use of oil- 
refming capacity in Europe. There is every reason to believe that 
this is the kind of project of which Mr Marshall wishes to hear 
more. 


* * * 


Party Politics and German Needs 


The record of the House of Commons in debating Germany 
has not been high, and, unfortunately, apart from one or two 
able speeches, the general standard of last Monday’s debate was 
as low as usual. No doubt it is the duty of His Majesty’s Opposi- 
tion to oppose, but the opposition is not likely to be effective if 
it grotesquely distorts the problems under discussion in order to 
make party capital out of them. For what were the main points 
in the Conservative indictment of the Government’s record on 
Germany but party capital? When Mr Law says 

The Government are pursuing in German the same poli 

that they are pursuing here. They are peaie st Policy of F ont 


THE ECONOMIST, August 9, 


THE WEEK et 
and restriction and are getting themselves bogged down by & 
same rigid insistence on party dogma. same sort of th 
happening here as is happening in Germany. % 

he must lay himself open to doubts as to his intelligence or his 

intellectual honesty. He or Mr Macmillan or Mr Spear 
must surely see that the root problem in Germany is not 
present Government’s administrative record, but the 
taken at Yalta and Potsdam. At Yalta the division of 

was agreed, and the removal to Germany of 11 million p 

Germans. Then at Potsdam rump Germany was cond 

near-pastoralisation, and the British attempt to secure an anny 

steel figure of 11 million tons with proportionate industry was, 
as Mr Bevin pertinently reminded the House, defeated. Unde 
these conditions, even if the French and later the Russians had 
consented to work Germany as an economic unit, its economy 
would not have been viable, its exports would have bee 
insufficient to pay for its imports, and it would have faced the 

alternative of Allied subvention or starvation. a 
The isolation of the zones has aggravated all these 

The American Zone, run on lines of relative free en 
suffers from them. Both zones, since a much relaxed system 
controls was introduced in January, have grown worse, not better, 

The basic difficulty is not control, for if you decide to reducea 

nation’s economy below starvation point, how can you police that 
unnatural reduction without control? A member with half an 
eye for the truth could surely realise so elementary a point. The 
basic difficulty is shortage, and, as Mr Edelman pointed out ina 
speech of exemplary brevity and intelligence, the only way 
remedy shortage, above all the basic shortage of food, is by dollar 
expenditure. : 
With so many Aunt Sallies set up to bowl over, Mr Bevin 
had little difficulty in allotting historical responsibility for the 
German tragedy and in reminding the House that only new 
American spending or an extra drain on Britain’s dollar reserves 
—which he would not agree to—could stimulate genuine recovery, 











* * * 
Shaef, Civilian or Military ? 


The irrelevance of the Conservative attack was all the more 
unfortunate in that there are a number of fields in which a 
improvement in Government policy could be obtained without 
more outlay and dollar expenditure. For instance, Mr Edelman 
made an admirable point in stressing the need to simplify and 


drastically reduce the cumbrous machinery of the Control Com- 
mission. As he said 


it is a machine which has too many drivers and too many brakes, 

but unfortunately no accelerator. 
and his proposal that all but the highest level of Allied control 
should be removed deserved Mr Bevin’s attention but did not 
receive it. 

Nor is it simply a question of reducing the British element, 
Logically, the fused Zones need a fused administration and if the 
French Zone is to be coaxed in, the need for a genuinely unified 
Allied staff becomes all the greater. This point, at least, was 
made both by Mr Macmillan and Mr Law, but neither of them 
unfortunately stressed the fact that a new “ Shaef,” a headquarters 
of British and American and French, working as a single team 
under a single head (Mr Macmillan suggested General Eisenhowet) 
would be civilian, not military, and would be a method not of 
increasing military control but of gradually replacing it by a civilian 
administration. Since this point was not made clear, Mr Bevia 
was able to dismiss the proposal very unfairly as “the most 
muddled thinking he ever heard,” and to denounce it as an attempt 
to perpetuate military dictatorship. It is to be hoped that Mr 
Bevin’s second thoughts will bring him to think more kindly 
and constructively of the only satisfactory proposal yet made 


for creating a workable administration for the three Wester. 


Zones. 


x * * 


Winding Up The Session 

_ Although, because of “the state of the nation,” the prorogas 
tion of Parliament is not to take place ol fen 2oth, thé 
business of the session was due to have been completed by 
end of this week, when Parliament was to have adjourned for 
summer recess. As it is, both Houses will have to sit for a few. 
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days next week in order to pass the Government’s. last-minute 
measure—the Supplies and Services. (Transitional Powers), Bill, 
1947. But to get through the rest of the business. has. put 
phenomenal pressure on Parliament in the last. week or two, A 
few important measures, such as the Industrial Organisation Bill, 
received the Royal Assent only towards the end of last week. And 
the two major measures of the session—the Transport Bill and 
the Town and Country Planning Bill—were still being shunted 
between Lords and Commons this week, Last Friday, the 
Commons rejected the Lords’ amendments to the Town and 
Country Planning Bill—those amendments, that is, which had 
been carried against the Government’s wishes. On Tuesday, 
after an all-night argument, they rejected the Lords’ substitutes 
for those of their amendments to the Transport Bill that the 
Commons had already rejected. On both these measures the 
Lords have made no further show of fight, and together with 
the Agriculture Bill, the Companies Bill and some minor 
measures they have received the Royal Assent this week, 

In the middle of this last-minute legislative rush both Houses 
have given up two days to what, in subject at least, should have 
been the most important debate of the session. The state of the 
nation is indeed a sombre topic with which to bring this session 
of Parliament to an end. Ministers can hardly in the circum- 
stances enjoy the much-needed rest which it was intended they 
should have through the early completion of the business of the 
session, And they might well reflect that a little more attention 
to the everyday needs of the nation would have been as much a 
mark of good government as is their eagerness to cram as many 
big and undigested measures as possible into a parliamentary 
session, 


® * * 


The New Bill 


On the face of it, it is difficult to understand why the Govern- 
ment should have brought in the new Supplies and Services 
(Transitional Powers) Bill. From the manner of its announcement 
and the fact that Parliament has been asked to sit longer in order 
to pass it, the impression was given that vast new emergency 
powers were being taken to meet the present economic situation. 
If that had been the case; serious exception ought to have been 
taken to the Bill, for no Government, not. even. a Government 
which has such a passion for enabling iegislation as the present 
one, should think that-it has the right to assume wide war-time 
powers every time there is an economic crisis. The only Occasion 
in which such powers can be justified is a time of external danger. 
They ought never to be adopted for an ordinary administrative 
crisis, which should be met by normal peace-time methods. 

In fact, however, the new Bill gives no new powers a+all. The 
Act of 1945 with the same title allows the Government to use 
certain defence regulations made under the war-time Emergency 
Powers Acts for four specified purposes, which may be summed 
up as the transition from war to peace. The defence regulations 
in question are, for the most part, those imposing economic and 
financial controls and’ the control of Jabour. But, it should be 
emphasised, the Act conferred no power to make new defence 
regulations, only to use. existing ones, and to revoke or vary 
them, for peace-time purposes in the. transitional period. 
Similarly, the new Bill allows no new defence regulations to be 
made. It merely specifies further purposes during the transitional 
period for which the defence regulations already authorised under 
the 1945 Act can be used. These purposes, in brief, are (a) 
promoting the productivity of industry, commerce and agriculture ; 
(b) fostering and directing exports: and reducing imports and 
redressing the balance of trade ; and (c) ensuring that the whole 
resources of the community are available for use and are used 
in a manner best calculated to serve the interests cf the community. 
It might have been thought that these purposes were covered by 
the wording of the 1945 Act, which referred to the readjustment of 
industry and commerce in time of peace and to the relief of 
suffering and the restoration and distribution of essential supplies 
and services. But, presumably in the unlikely event of the 
Government's use of its existing powers in the present crisis being 
called in question in the courts, the purposes for which it can use 
them are now to be widened. 


* x * 


Egypt’s Case Before Uno 

The more one studies the gase against Britain which Egypt, 
with Nokrashy Pasha as its spokesman, has laid before the 
Security Council, the more remarkable it seems that the Egyptians 
should expect to gain either satisfaction or credit frora this appeal 
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to. world opinion. From the narrowly legai standpoint they. have 
mo case at all. It clearly cannot have been the intention of the 
framers of the United Nations to make the Security. Council 
into. a species of tribunal before which alliances solemnly, pub- 
licly and unconstrainedly undertaken can be unilaterally denounced 
and attacked as “threats to peace.” No Egyptian Government 
surely wishes to subscribe to the Hitlerian. interpretation. of 
treaties that they exist as long as.they are convenient, and not a 
day longer. But if the Egyptians do accept the validity of treaties, 
then unquestionably the. two.“ violations.” of their. rights. of 
which they complain—the presence of British troops in Egypt and 
the continuance of a British administration in the Sudan—are 
covered by the Anglo-Egyptian Treaty. of 1936 which remains 
in force for another ten years. 

Yet the fact that Britain’s legal position is perfectly unassailable 
does not necessarily mean that its moral position is equally so. The 
aims and methods which brought Britain to Egypt over sixty 
years ago were frankly imperialistic. May not the mere fact 
that the British are today still in Egypt and the Sudan confirm 
Nokrashy Pasha’s accusation that they “ simply want to make 
sure that Egypt is subordinated to their imperial aims ” ? 

The Egyptians would be on strong ground here, had thete been 
no negotiations between Britain and Egypt last year for the re- 
drafting of the Treaty. The British rook the initiative in suggesting 
a complete reconsideration of Anglo-Egyptian relations precisely 
because they wished to remove all taint of imperialism. During 
the course of the negotiations, half the Egyptian case agdinst 
Britain—the presence of British troops in Egypt—was satisfactorily 
settled and agreement was reached on the method and tempo of 
the British withdrawal. The breakdown occurred over the 
absolute Egyptian refusal to concede full rights of self-determina- 
tion to the Sudanese. The British were not prepared to com- 
promise on this point, especially since the Sudan has in recent 
years been making significant progress towards full self-govern- 
ment (only this week, the creation has been announced of a 
legislative assembly with an elected majority for the whole Sudan, 
from which a number of Sudanese will be drawn to serve on te: 
central Executive). In a word, the Egyptians are asking the 
Security Council of the United Nations either to sanction a uni- 
lateral denunciation of a solemn treaty or to deny to a large 
national and historical community the right eventually to decide 
its own future. Neither request is likely to confer much credit 
on the petitioning Government. 


* * * 


Poaching by the Security Council 


The action of the Security Council on .the fighting in 
Indonesia has been rapid and superficially successful. Holland 
is not a Great Power, and has no veto right ; unless, therefore, 
the Dutch can induce a Great-Power to use the veto on their 
behalf, they are liable to be ordered about by the Council. France, 
which six months ago took action in Indo-China similar to that 
which the Dutch have now taken in Indonesia, was not challenge 
in the United Nations because of it, but the Dutch. move quickly 
brought formal complaints to the Council from. India and 
Australia, and. Mr Gromyko, not unexpectedly, emerged as a 
zealous guardian of the Council’s jurisdiction. 

The only difficulty was that the: Council under the Charter did 
not appear to have jurisdiction, Acts of aggression under the 
Charter can only be committed against States which are inter- 
nationally recognised and have juridical existence ; action against 
rebels cannot be considered aggression, and as long as the Nether- 
lands is recognised as retaining sovereignty in Indonesia, its mili- 
tary operations there cannot be a matter for formal Security 
Council intervention, however much they may be criticised. This 
argument may seem mere legal quibbling; on the other hand, 
once the United Nations transgresses its own Charter and starts 
intervening in what are technically insurrections, there does not 
seem to be any logical end to the process. The position of Aus- 
tralia in this matter is somewhat surprising. However generous 
may be Australian enthasiasm for Asiatic colonial emancipation 
and however genuine Australian interest in peaceful conditions to 
the north-west of the continent, there is as yet no evidence that 
Australia is willing to open its doors to Asiatic immigration ; this 
question will soon appear on the agenda if the clauses of the 
Charter intended to safeguard the internal jurisdiction of sovereign 
States are progressively weakened. 


The Council, however, in its concern to restore peace, took 
the view that it had a right to take cognisance of warfare in 
Indonesia and summon both sides to cease fire, but without calling 
on the Dutch to return to their original positions. . Britain and 
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France, holding to the view that the Council had no jurisdiction, 
abstained from voting. The Dutch meanwhile had accepted an 
American offer of mediation, and the Council was glad to leave 
the matter in American hands in spite of Mr Gromyko’s objection 
that by so doing the Council “ voluntarily puts itself aside.” ‘The 
Dutch were quite willing to agree to a cessation of hostilities 
because they had already attained their principal objectives in Java 
and Sumatra—control of the principal remaining ports and key 
rice-growing areas—and were not at all anxious to proceed to total 
occupation of the Republican areas. The weakness of Republican 
resistance has indeed been a surprise to the Dutch, who were 
afraid that foreign intervention might come before they had gained 
any satisfactory military result. As things are, the Dutch have got 
what they wanted strategically, the Security Council has asserted 
its authority—even if unconstitutionally—and American diplomacy, 
with the inducement of American credits as a powerful lever for 
obtaining agreement, has the task of clearing up the mess. 


* * + 


In Berlin to Stay 


Berliners were doubtless relieved to hear on Tuesday that 
the British have no intention of leaving the city. The Deputy 
Director of Military Government in the British sector said that 
his troops would stay “as long as there are Americans, French 
and Russians in the city.” The rumours to the contrary that 
had been going round may have been inspired by suggestions 
made in this country that Britain could no longer afford occupa- 
tion. There would be no lack of persons in Berlin to enlarge 
on such suggestions, as the effort to bring the former capital 
under the exclusive control of the Communist-dominated Socialist 
Unity Party still goes on. 

Since the Social Democrats won a decisive victory in the 
October elections the struggle for political supremacy has gone 
more and more in favour of the Communists, with the Allied 
Kommandatura looking on more or less helplessly. Nine months 
after this clear choice by the Berlin population the city still has 
no chief burgomaster, is divided by zonal barriers as drastically 
as the rest of Germany, and lacks any unified administration. 
The leading positions in the trade unions are held by members 
of the Socialist Unity Party and key posts in the police are held 
by Communists or Communist-trained ex-officers of the 
Wehrmacht. The police president, Major Markgraf, was a 
member of the Moscow Free German Committee. Dr Reuter, 
the man who was chosen as chief burgomaster by the Social 
Democrats, has not yet taken office, because the Russians in the 
Allied Kommandatura refuse to accept his credentials. The fact 
that he left the Communist Party in 1921, because he objected to 
its Putsch tactics, and rejoined the Socialists is something they 
will neither forget nor forgive. 

If it were the assumption of British and American policy that 
there is to be no unification of Germany and that Berlin is 
unlikely in the immediate future again to become the German 
capital, then this travesty of democratic methods would be of 
little practical importance. Attention could be concentrated on 
developing Frankfurt as the capital of western Germany, leaving 
Berlin to fill the same role for the east. But Mr Bevin--with 
one eye on M. Bidault—is still hoping that a November meeting 
of the Foreign Ministers will bring results. And that hope in- 
volves the further assumption that Berlin may one day be the 
seat of the central administration which the Foreign Ministers 
agree should be established. It is most important that such an 
administration—if it is ever formed—should not begin its work 
in circumstances which would allow its members to be exposed 
to the intimidation and political blackmail which are now rife 
in the city. And the first step towards changing those circum- 
stances is to insist that Dr Reuter should take the office to which 
he- has been elected. 


* * * 


Mark of the Beast 


As the crowds form and the stones fly and the synagogue 
windows shiver and fall, these groups of British citizens take— 
perhaps unknowingly—the first step down the long road at the 
end of which burn the funeral fires of Maidenek. It is true that 
the weckend’s demonstrations against the Jews are a horrible 
consequence of a horrible act—the murder of the two British 
sergeants—but there is no point in talking about the terrorists’ 
provocation. No provocation has been offered by Jewish shop- 
keepers in Glasgow, and the blood of two innocent British ser- 
geants is not assuaged by beating up an équally innocent 
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synagogue watchman in Liverpool. These racial reprisals are ae 


less vile than the acts against which they are made in protest, 
it is to be hoped that every severity of the law and all pos, 
vigilance on the part of the police will be engaged in combaty 
the cruelty, hysteria and criminal irresponsibility of these oy. 
breaks. If it is proved that organised incitement has fakes 
place, the agents provocateurs should be treated’ with c 
severity. 5; 
In fairness to the general tolerance and good sense of the 
British people, it may be said that the worst occurrences Haye 
taken place in towns which have a bad record for racial ie 
tolerance. The division between Orangeman and Catholi¢ jp 
Liverpool and Glasgow has often led in the past to bloody brawls 
in the streets and wherever a habit of violence has been acquired 
hooliganism breaks out more easily on any issue. It is also ty 
that years of shortage have created a large class of thieves an 
“spivs ” who, according to police reports, have joined the rioters 
to do their own private work of looting. But the fact thar 
violence and illegality inevitably breed more violence only ge. 
inforces the need to use every means to counter the spread of 
anti-Semitic demonstrations. They play their part in 
the habit of violence and if there is one thing more than another 
that stamps this country as a decent and civilised place, it is the 
tiny part that violence normally plays in the ordinary business of 
the community. . 


* x * 


The Severn Bridge 


It was announced at the end of last week that the Minister 
of Transport has authorised the construction of the Severn Bri 
and the roads approaching it. This decision is based on 
report of the public inquiry held at Bristol iast autumn, and it 
marks the end of a long controversy. Opposition to the scheme 
in the past came chiefly from railway and shipping companiss; 
the improvement in communications between South Wales 
the South of England that will result from it needs no stressing, 
though it is worth pointing out that the bridge is a natural corollary 
to the industrial development plans for South Wales. 
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But why now? Amid all the detailed information given about 
the bridge—the length of its spans (it will be the largest suspension 
bridge in Europe and the third largest in the world), the size 
cf the piers and anchorages and so on—there can be found not 
one word of justification for authorising its construction at the 
pzesent time. Work would probably have begun on it before the 
war had it not then been decided that it would compete in labour 
and materials with work on rearmament. Will it not compete with 
similarly essential projects in the next few years? It may be 
that all claims on the Government’s investment programme have 
been properly weighed, and that this one, costing in all £9 million, 
has been allotted a place after due forethought. All that can be 
said is that there is not the slightest sign that this has been done— 
Mr Attlee’s denial on Wednesday that any work other than sound- 
ings and borings would be put in hand at present merely makes 
the whole matter more confusing, for it is complete conflict with 
the Ministry of Transpert’s announcement, which said that work 
on the breakwater would begin in the autumn and that it was 
hoped to start construction on the bridge in the spring. It is 
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probable, in fact, that Mr Barnes has struck out for the Severn 


Bridge by way of compensation for the i or rather 
postponement, of his Department’s ten-year plan for roads 
announced in May, 1946. But, whether there was 1 
pressure or not, until a full justification has been given, one can 
enly assume that here is yet another example of how the Govern- 
ment continues to allow claims on the $ fesources to pile 
up without attempting to calculate how they are all: to be met. 


* + x 
Mass Education 


The purpose of the Education Act of 1944, as was pointed 
out in last week’s debate, was to enable every child in the country 
to have the kind of education which fits it best. How far has 
this purpose been achieved in the short time since the Act has 
been in force? A great many statistics were given in the course 
of the debate to show that both Ministry and local education 
authorities have worked hard to give it a good start. Nearly all 
the local education authorities have submitted their development 
plans, which are being actively considered by the Ministry. The 
physical arrangements necessary for the raising of the school- 
leaving age—that is, the provision of huts, furniture and equip- 
ment—are being carried out smoothly. The annual output of 
teachers from the emergency training colleges is 11,600 and from 
the colleges providing normal training courses 10,500. Progress 
has been made in providing special schools for handicapped 
children. 

Yet no amount of statistics can dispel the impression that all 
is not well with education. It is not merely that schools black- 
listed in 1925 are still in use, or that there are still nearly 2,000 
classes with over 50 children and nearly 3,000 with over 40. Nor, 
again, is it the coming crisis in primary education where, owing 
to the comparative shortage of women recruits to the teaching 
profession, the infants’ classes are gravely short of teachers. All 
these deficiencies, serious as they are at the moment, need not 
be permanent.. What is much worse is that the fervour which lay 
behind the Butler Act seems to have disappeared. Instead of 
creating a single system of education, providing for all needs, 
to which rich children and poor children alike would go, the 
Act seems only to have intensified the gulf between the inde- 
pendent schools and the State schools. Moreover, the link which 
formerly existed between them in the direct grant schools, which 
include many of the old grammar schools, is disappearing, for 
they are tending, even when they have retained their grant, to be 
identified with the independent schools. As for the maintained 
and aided grammar schools, Ministerial protestations notwith- 
standing, their status is declining. 

It is difficult to allocate the blame for all this. It cannot be 
ascribed solely to the Act itself, for it merely set up machinery, 
and its failures are the failures of the men who work it. Nor is 
it necessarily the fault of the Government, though its emphasis 
on “the masses” does not help to heal the breach. The fact 
cemains that, two years after the Labour Government was returned, 
the country’s educational system is still divided into two parts, and, 
what is worse, any wish to abolish the division seems to have 
disappeared. And there is no doubt which part still gives the 
better education. 

* + * 


Consolidation in Eastern Europe 


How much of the talk, current today in both Eastern and 
Western Europe, on the unification of the eastern countries under 
Russian leadership is based on fact? Undoubtedly the trend is 
in that direction, but it would be foolish to exaggerate the speed 
with which economic unity is likely to be developed or to under- 
rate the obstacles which stand in the way. The fact is that the 
economies of the various countries are not yet fully comple- 
mentary. Russia has no large export surplus of industrial goods 
or of capital. Poland and Czechoslovakia barely satisfy their own 
needs of industrial reconstruction and expansion. They, too, 
have little or no surplus for stimulating industrial construction in 
the under-industrialised Balkan communities., Equally, drought 
and dislocation have for the time being drastically reduced the 
agricultural surpluses of such old centres of agricultural export as 
Poland, Hungary and Rumania. For instance, the Poles estimate 
that they will need at least 400,000 tons of grain in the coming 
year, and have received two disturbing setbacks in the last weeks 
—the first, the American decision to send them no post-Unrra 
relief, the second, the absence of Soviet grain deliveries in the new 
Polish-Sovier trade pact. There is, in fact, no natural balance at 
present between nations with an industrial surplus and those 


with agricultural exports. Needs and supplies do not overlap. 
It is understandable that the desire is strong in Eastern Europe 
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to keep trade lines open to the western world which continues to 
produce the great grain surpluses and which is also the onl 
immediate source of industrial capital. 23 

Nevertheless, most of the recent moves taken in Eastern Europe 
tend in the direction of economic unity. The Poles and «the 
Czechs are elaborating plans for the co-ordination: of their old 
and newly-acquired industrial areas. In the Balkans, matters 
have gone even further. For some time past, Albania has been 
in a virtual customs union with Jugoslavia. Last week Bulgaria 
moved in the same direction. An agreemént, signed in Belgrade, 
provides for a fixed rate of exchange between the two countries, 
a customs union and joint plans in mining, transport, the extension 
of road and railway links, foreign trade, agriculture and electrifi- 
cation. This pact follows by a few weeks an agreement between 
Bulgaria and Rumania extending their economic ties, linking 
their hydro-electric schemes and improving their communications 
by such methods as the building of a bridge over the Danube. 
Both M. Dimitrov, the Communist Prime Minister of Bulgaria, 
and Marshal Tito have said repeatedly in public that their aim 
is a Balkans Union and its extension to a Danubian Union, in- 
cluding the Hungarians, the Czechs and even the Poles. “ These 
economic and cultural conventions are only a beginning,” said 
M. Dimitrov to the visiting Czech delegation in June. “ We must 
have something bigger, serious, positive and lasting.” 

There would be every reason to welcome these signs of inter- 
national pacification and economic unity im what has been the 
most turbulent corner of Europe, were it not for the co-operating 
nations’ bellicose and threatening attitude towards Greece. At 
a time when Russia has vetoed the Security Council’s eminently 
sensible proposal of a border commission to oversee the Greek 
frontier the Jugoslavs and the Bulgarians have agreed to concert 
their policy in face of the “frequent frontier provocation” of 
which they accuse Greece. This is playing with fire, and the 
sooner the Balkan nations are made to realise that a Greek frontier 
town such as Florina is no more remote from world politics than 
was Sarajevo, the better for the Balkans and for world peace. 


* = * 


Facts About Childbearing 


For the first time since demobilisation began to produce 
its full effect upon the birth rate, the quarterly returns of the 
Registrar General show a decline: from 22.8 in the March quarter 
to 22.0 in April-June, Does this drop mark the. end of that 
extraordinary boom in births which, ever since 1939, has con- 
founded the prophets? If a period of economic difficulty is in 
fact going to coincide with the exhaustion of the first impetus 
given to natality by the high marriage rate of the last few years— 
a marriage rate which is itself the result of full employment and 
which, insofar as it implies younger marriages, has already 
borrowed from the. future—a very sharp fall indeed may be 
coming. Unless there is to reopen before Great Britain the pros- 
pect of a precipitate decline in numbers, together with such a 
preponderance of pensioners as has never before been known, 
it may be necessary to take drastic and imaginative measures to 
make parenthood less unattractive. 

The first issue of “ Population Studies,” the quarterly journal* 
of the Population Investigation Committee, contains the report 
of an inquiry into the circumstances of childbirth in Britain; a 
report full of significant information on some of the deterrents 
to parenthood, In the long run, of course, “it’s not the capital 
cost, it’s the running expenses,” which count, but the capital 
cost, both financial and subjective, is in all conscience high 
enough, and presses with far more than proportionate weight on 
the poorer mothers. The report, based on interviews by health 
visitors with a wide sample of mothers, shows surprisingly that 
the cost of layette, maternity clothes, pram and so on is more of 
a burden than that of medical care, and ome which moreover 
there is little possibility of reducing ; the variations in reported 
average expenditure from the lowest to the highest income groups 
are extraordinarily small. Fuller midwifery and hospital services 
are obviously needed, but an adequate home help service scarcely 
less so; it is no use providing a hospital bed for a woman who 
cannot use it because she dare not leave her family without super- 
vision; and the best of obstetrical attention is considerably 
stultified when the patient has to get up and cook two days after 
confinement. Relief from pain is available to—or at all events 
used by—only a minority of working class mothers ; how far from 
necessity, how far from choice, is not explained, and the pro- 
portions would be interesting, but it is obvious that here, too, 
is field for improvement. 


* Cambridge ‘University Press ; 30s. per annual volume, 10s.’ per 
number. 
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No financial or other privileges for parenthood, no multiplication 
of gas-and-air machines or subsidised prams, will save from 
decline a community which has ceased to value life. But that such 
vital impulses as do exist should be discouraged as heavily as 
they are now is surely unnecessary. Other things may have just 
now a higher priority than the social services. But within the 
social services there can scarcely be a higher priority than the 
relief of motherhood. 


* * * 


Conservatives in the Garden 


The paradoxes of semi-planning as shown in the manage- 
ment of Britain’s horticulrure make a tempting target for Opposi- 
tion arrows. The miraculous disappearance of soft fruit from 
shops and barrows the day after the imposition of price control 
is an annual source of fury to the thrifty housew-fe with a taste 
for real, as against “full fruit standard” jam; while neither 
the spectacle of cauliflowers priced at 3d. each to the grower 
and 8d. each to the consumer nor the pea-and-thimble vanishing 
tricks of the humble. potato give the public an impression of 
effic.ency and equity. On the positive side the opportunities for 
horticulture in a country with a dense population, fertile soil, 
and a large unsatisfied appetite, ought to be tremendous. 

Altogether, there is plenty of scope for a new “policy for 
British horticulture”; the Conservative MPs who have just 
issued a pamphlet under that title had an opportun:ty to do a 
real public service as well as to make party capital. The latter 
chance they have most creditably forgone; but they certainly 
have not grasped the former. There are sound but unoriginal 
suggestions for the encouragement of district growers’ co-opera- 
tives, of quick-freezing, canning and bottling; pious hopes for 
a better supply of equipment and of packing materials; a plea 
for a return to proper grading; a demand for the lifting of the 
Maximum Price Order from fruits; and a reasonable, though 
more controversial, argument for a return to the pre-war balance 
between “speciality ” and staple crops. “There is no hint that 
the chaotic inefficiency of Covent Garden might be due for 
reform, nor of any other means by which the gap between the 
growers’ and retailers’ prices might be reduced; that gap is, 
indeed, not even mentioned. The core of the Conservatives’ 
“new policy ” is anything but new, being simply more and better 
restriction on imports. The sinister foreigner must not have 
freedom to supply this northern island with the products of 
his unfairly earlier spring. The luxury market “must not be 
regarded as the foreigners’ monopoly ”—possibly there would be 
less objection to Italian peaches if Italy were somewhere near 
the Orkneys and had to compete fairly, under glass. 

In its small way, in fact, this pamphlet casts a disconcerting 
light on the Conservative mentality. It is a reminder of a past 
which Conservatives with an eye on the floating, and particularly 
the Liberal, vote, would rather forget. Mr. Peter Thorneycroft 


really ought to have a talk with the authors of “ Policy for British 
Horticulture.” 


_* * * 


The Farmer’s Share 


The Department of Economics of Bristol University has 
recently published the results of an extremely interesting survey of 
war-time changes on a sample of a hundred South-Western 
farms.* From an economic point of view, the most striking 
tables are those illustrating the shift in the distribution of farm 
income and the rise in output per head. Farm incomes (Table I) 
have undergone a double change—a vast increase in the early 


INDEXES TO VOLUME CLIIl OF “THE ECONOMIST” 
AND TO VOLUME | OF “RECORDS AND STATISTICS” 
(January to June, 1947) 


These will shortly be available at the following rates, post free :— 











index to. The Economist ’’......... 
Index to ‘‘ Records and Statistics’ 2 
TET ONE oo ess - 4 





| THE ECONOMIST, Brettenham House, Lancaster Place, London, W.C.2, 
specifying requirements clearly and marking envelope “‘ index” 





ee 


THE ECONOMIST, August 9 1947 ; 


years of the war in the share going to farmers, at the 


both landlords and farm workers, followed by a rapid ince 


in the share going to labour and an absolute as well as relative 
decrease in the farmer’s slice. The net result is to leave the 
worker’s relative share very much where it was in 1938-39, while 
the farmer has gained heavily at the expense of the 
Farmers’ managerial surplus rose from an average of — {434 
1938-39 to £1,313 in 1941-42 and £782 in 1944-45. Even the 
latter figure is reasonably above the poverty line ; though, as the 
report points out, both the size of the farms and the ability ot 
the farmers in this sample are above the average. OK, 
The calculation of the change in net output (Table IT) is: based 
on an estimate of the total manpower employed, including the 
labour of farmers and their unpaid relatives, It is therefore g 
little rough and ready, though still illuminating as an example of 
what can be done by improved technique and heavy capital in. 
vestment. The average of the years from 1942 to 1945, which 
shows an increase of about 21 per cemt in met output per head 
over 1938-39, squares roughly with the estimate of 20-27 per cent 
which the Ministry of Agriculture appears to have used in its 
White Paper on the Post-War Contribution of British Agricultuge 
to the Saving of Foreign Exchange. f 


TABLE I.—SHARES IN THE Net Income oF 100 Farms, 1938-45: 
Per Cent. oF TOTAL a 


| 1938-39 | 1941-42 | 1944-45 — 
Neer ener eee ee 


Penk Oi SEEOR. sc cndn ie cntanwer neice 32 15 15 
WOME 6. EV ivin ccuudeciadsecee. é¥d 49 31 47 
Farmer's income: 
Value of own labour... ...........+0+- 9 5 5 
Interest on capital fat 5%) ........... 13 6 8 
Managerial income ............+¢s06+ (-—3) 43 25 
Average net output per farm .......... £ 1,202 3,031 3,149 


Tasie II.—Net Ovurput PER WORKER PER ANNUM: 
INCLUDING FARMERS AND RELATIVES 


—_— - or en ee 








— renee 








Net Output 
Workers Net Output 
Employed* oe om “A per Worker 





* "In terms of the equivalent number of regular adult male workers. The apparent increase 
after 1942 is probably slightly exaggerated. 


Shorter Notes 


The Lord Chancellor’s statement last week that a separate 
branch of the Parliamentary Counsel Office to consolidate and 
codify the Statute Book which is now in “a chaotjc state,” will 
be universally welcomed, by the ordinary citizen for whom at 
present the law is complex and uncertain no less than by members 
of the legal profession. Next session, the Lord Chancellor said, 
several consolidating Bills will be introduced dealing with a 
variety of subjects, but it will take ten to fifteen years before 
the Statute Book can be reduced to a satisfactory condition. 


In his detailed account of British dollar expenditure in the 
first six months of this year, Mr Attlee revealed the fact that the 
British have spent £29 million in dollars for purchases for 
Germany. Even if expenditure continued only at the present 
rate, neatly $240 million would have been spent on Germany by 
December. But every evidence suggests that expenditure will 
increase. Nothing underlines more strongly the need for a new 
Anglo-American understanding in financing the Zones. 


* 


The long, involved and at times almost farcical debates in the 
Italian Chamber on the ratification of the Peace Treaty have at 
last ended in a decision to go forward with ratification. Russian 
ratification will presumably follow, and the stage will then be set 
for the _ _— a international rehabilitation—its admis- 
sion to the United Nations. An interesting is whether in 
that case it will be found to rank as Great Bower: 


*C. V. Dawe: “Wartime Farming. One Hundred Farms.” 
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Letters to 


Chocolate Circus 


Sir,—As an example of what Government controls do to a 
competitive industry the recent history of the chocolate and sugar 
confectionery industry may be of interest to readers of The 
Economist. 

Before the war the industry comprised 190 firms (known as the 
Target firms) who manufactured over 100 tons per annum, another 
400 or so who manufactured down to 26 tons per annum, and 
many hundreds of smaller ones. The 190 and the 400 were 
required by the Control Order of 1940 to obtain a licence to manu- 
facture. The industry was highly competitive ; its standard of 
efficiency was set by its most efficient unit.. There was no overall 
plan ; the manufacturers individually bought cocoa, sugar, milk, 
nuts and other raw materials where and when they could, either 
abroad or at home, and at the best prices which they could agree 
with their suppliers. They manufactured their products in fac- 
tories large and small in the most economical way they could 
devise. They employed in all some 93,000 workers. The ability 
of each individual unit to sell and make a profit was conditioned 
by the quality of its goods, the price at which they could be offered 
to the public, and the efficiency of its production, marketing and 
sales organisations. In consequence. production increased from 
about 4} oz. per head of the population per week in 1924 to 7 oz. 
in 1939, with a drop in average prices during the same period from 
sid. to 3d. per } Ib. 

The war introduced a completely different system, which has 
now gone on for eight years and as yet shows no sign of sudden 
departure. Its essential feature is that the industry is governed in 
all vital factors by the Ministry of Food, which regulates the total 
output and also (by the system of raw material allocations) that of 
the individual firms, buys the main raw materials and allocates 
them to manufacturers, fixes the maximum prices of the final 
products, and determines the method of distribution to 
the consumer, The main reason for the introduction of the control 
system was, of course, the wartime shortage of raw materials, 
which continues. The shortages are expressed through the system 
of controls in the form of a 4 oz. ration, and they have resulted 
in a contraction of the labour force to §4,000. The prices of the 
goods are controlled by Government Order, and, if the consumer 
has 9d. to spare after he has bought his new clothes, had a holiday, 
paid his income tax and cigarette tax, and suffered the many other 
impositions of the sellers’ market, the coupon in the ration book 
will secure him his 4.0z. The system largely limits consumer pre- 
ference, for, if the excellence of one firm’s lines creates a demand 
for them, that demand cannot be met because of the system of 
allocations of raw materials. The system also prevents the 
entry of any new firm into the industry, for no one, unless he was 
manufacturing in 1940, can now manufacture without a licence, 
and, in the present condition of surplus capacity, no such licence 
is likely to be granted, 

The industry in pre-war days may be likened to a large race- 
course with 190 horses going round in an endless marathon. They 
now go more slowly than they did eight years ago ; in fact, they 
are not racing at all. They go round and round to the orders of 
the ringmaster, neither gaining nor losing but keeping the same 
order and precisely the same distance from each other as they did 
in 1939. The racecourse has become a circus. A large number 
of the horses don’t seem to mind the new conditions, for, in spite 
of a very large hoarding at the end of the course on which it says, 
“Run harder or you'll starve, but no circus on Saturdays,” they 
know that at the end of the day they will get their customary 
feed, and, at any rate, that is better than being losers in the 
elimination stakes. No. wonder some people in the industry are 
asking whether they are ever likely, and if so when, to resume 
the competitive race or whether they are to belong to a permanent 
circus. 

There are three ways in which an industry like this can be 
operated. The first is the present circus, consisting only of the 
horses who were running in 1939; except as a very temporary 
measure such a system cannot be. supported—private enterprise 
working in a closed shop is indefensible. Secondly, some form of 
rationalised organisation under Government control ; it may he 
said that such an organisation would still be a circus, but clearly 
it would not require 190 horses for a 4 oz. show; 50 good ones 
would probably suffice. And, thirdly, effective competitive enter- 
prise. The industry has always assumed that it would go back 
to the competitive system, and it is understood that the Ministry 


the Editor 


have indicated that such is the Government’s intention If this 
is indeed so, it could be attained, there is reason to believe, by 
raising the ration to 5 oz. It is to.be hoped Mr Strachey will be 
able to allocate the necessary raw materials for 5 oz. im the very 
near future ; otherwise the industry will continue to operate in- 
definitely in a circus where the slogan, “ Work harder and produce 
more,” is meaningless.—Y ours faithfully, 

Eastcheap, E.C.3 A. W. 


The National Interest in the 
Lake District 


S1R,—In a note on National Parks in your issue of July 26th you 
make some observations about the attitude of the Friends of the 
Lake District to the damming of Ennerdale which are based on a 
serious misapprehension. The society did not oppose the estab- 
lishment of the proposed Courtauld factory at Sellafield: it only 
contended that the national interest in the preservation of Enner- 
dale was worth the extra cost of getting the water to that factory 
from the Bleng and the Calder instead of from the Lake. Subse- 
quent. events have shown, however, that a more fundamental 
objection would have been justified. It now appears that there 
would be insufficient labour in the district for both the Courtauld 
factory and the proposed atomic energy factory.at Drigg. In 
consequence, I understand that the Courtauld scheme has been 
abandoned, that the atomic energy factory will take its place, and 
that the whole scheme for damming and damning Ennerdale is. 
to be “ reconsideved.”—Yours faithfully, REGINALD. LENNARD 

Lower Heyford, Oxford 


Italy’s Former Colonies 


Sir,—My attention has been called to the letter of Mr G. E. 
Cora, which appeared in your issue of July roth. The Italian 
writer urged that Italy should be given the single trusteeship of 


From The Economist of 1847 


August 7, 1847 


THE rejection of Mr Macaulay [at the general election], in 
consequence of his great talents, and his still greater reputa- 
tion, seems, but is not, less defensible. He shares to the full 
all the unpopularity which belongs, as members of the 
administration, to Mr Hawes, and Major-General Fox, and 
he has causes of unpopularity peculiar to himself... . In 
Edinburgh, as in other large towns, there is a large number 
of Radicals, or Chartists, and to them Mr Macaulay was 
personally offensive, by the arrogant manner in which he 
has spoken of them and their errors. .. . 

Throughout the election there may be traced, we think, a 
preference to men of active business habits; and to that rule 
the rejection of Mr Macaulay, a gentleman who makes, at 
most, three or four speeches in a session on some well-conned 
topic—who is never ready in debate, and takes no part in 
the ordinary business of Parliament—who is better known 
as a brilliant author than a servant of the people—is no 
exception. Notwithstanding his great talents, he has done 
little to promote the success of the great measures of the day. 
To the unwearied exertions of a. Villiers, a Cobden, or a 
Bright, what has he to compare, but one or two flashy 
orations, in which there was always something to make us 
suspect . . . that he was not acquainted with the principles 
of free trade. . . . Men and women may be thankful for 
amusement, constituencies want services; and Mr Macaulay, 
for a man of his reputation and talent, has been one of the 
least efficient of our representatives: The Parliament may 
miss his oratory—the country may be reproached by literary 
men, because the Edinburgh constituency are too wise to 
sacrifice substantial benefits to glittering bubbles; but the 
people will never miss his services. We admit his great 
literary power; he may still exercise it as heretofore, with all 
the applause it merits: but the brilliancy of his reputation 
is mo reason for the constituency of Edinburgh sacrificing 
their interests to bestow an honour on him that he seems to 
have learned first to prize from the poignant mortification of 
defeat. 
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her former colonies in Africa and that she was morally and juridic- 
ally fit to continue her work. I feel that some.of the statements 
in the letter should be corrected in the interests of truth and 
justice. About Libya I cannot speak. with any knowledge. But 
the statement that the natives of Eritrea and Somaliland want 
the Italians back is absolutely unwarranted. All the people of 
Eritrea are agreed that the Italian rule should not return in any 
form, and of Somaliland the official English publication “ The 
First to be Freed ”—about the military admmistration of the 
former colonies—recorded that the Somalis “ had a positive hatred 
of their ex-masters” and could not tolerate that any of them 
should have an administrative post. It is a travesty of the facts 
to assert that an Italian trusteeship would be in the interest of 
the native population. The writer states that there were 74,000 
Italian colonists in Eritrea and 15,000 in Somaliland, but before 
1935 the number of Italians in Eritrea was under 5,000 and in 
Somaliland much less. The others were brought there for the 
purpose of the invasion of Ethiopia. The Italian government 
may have done something for the Italian colonists, but it reduced 
the African peoples to the position of serfs. It did nothing for 
their education. In all Eritrea there were three schools, whilst 
new the British administration has established over fifty. 

The writer notes that the “ misfortune of our former colonies 
is that they possess strategic possibilities.” Surely the best way 


Books and 


A Statistician’s Hypothesis 


*“Esquisse d’une Théorie Générale de l’Evolution Economique 
Contemporaine.” Jean Fournastié. Presses Universitaires 
de France. 31 pages. 40 frs. 

THis small but meaty pamphlet may be regarded either as a 
cenfident challenge by a champion of the inductive method, to 
the traditional schools of economic thought, or as the most modest 
and deprecatory of ballons d’essai. ‘The challenge lies in the 
author’s sweeping rejection of all economic generalisations not 
capable of statistical check (including the entire structure of 
Keynesian theory) and his equally sweeping claims on behalf of 
an economic science based on the application of the theory of 
probability to observed sequences of fact. “Statistical and 
enumerable data are the only bases of scientific reasoning in the 
economic field. Any construction relying on data other than 
statistical is as illusory as the efforts to discover the laws of uni- 
versal gravitation before obtaining the measure of weight at the 
earth’s surface and the measure of the orbits of the moon and 
several planets,” he says ; and elsewhere: “ The essential weapon 
of the economist is the method of the graph, which is exact on 
the scale of the drawing. It is sufficient to choose the scale accord- 
ing to the order of magnitude of possibile errors.” 

These explosive sentences occur in a three-page appendix on 
methodology ; the bulk of M. Fournastié’s “ Esquisse ” consists of 
an outline of the hypotheses which, in his view, contemporary 
economics should explore—using, of course, the statistical method, 
His leading idea, for which he acknowledges his debt to Mr Colin 
Clark, is that of the continuous shift in the emphasis of economic 
life from the primary activities (agriculture, mining, etc.) through 
the secondary (manufacture) to the rertiary (commerce, administra- 
tion, services generally), Economic life today is in transition, 
having left behind the traditional epoch (roughly, before 1700) 
when technical progress was negligible, and heading towards a 
further epoch of comparative stagnation, when, all primary and 
secondary wants being satisfied by a very small proportion of the 
working population, the rest will be employed in tertiary activities 
wherein economic progress has little play. Within this frame- 
work (suspiciously elegant and symmetrical) there is sketched a 
syllabus for the theories of production and consumption; of 
money and prices ; of population ; of standards of living and hours 
of work ; of productivity; of crises; of international trade; of 
capital, savings and interest ; of public finance; of local regres- 
sions ; of planning ; and of the ultimate quasi-stationary tertiary 
state. On each of these topics M. Fournastié has an hypothesis 
to present ; his 31 pages are well filled. But he goes no further 
that to suggest hypotheses, and he appeals explicitly to the 
economists, and others qualified in the civic sciences, to whom his 
pamphlet is addressed, to criticise in detail and in general, even 
if necessary to the point of destroying the whole scheme. Seldom 
can a champion so downright in his underlying belief have been 
so modest in his conclusions. It is an attractive combination. 
Economists should read this book. 
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be linked with Ethiopia to which they are historically, 

and economically attached, Any suggestion of an Italian 
ship is an insult 10 the principles of the Charter of the ed 
Nations and arouses the fiercest indignation of the Africag 
peoples.—I am, etc., = 
NorMAN BEntwicy 
“ Holiycot,” Vale of Health, Hampstead, N.W.3 * 


Wages in the Catering Trade © 


Sir,—Some references to the new minimum wages for cater 
workers, which come into force on Monday next, tend to 
misleading. The basic wages quoted are the cash pa 
to those workers who receive meals whilst on duty, and free 
laundering or cleaning of overalls or uniforms. In comparin 
catering wages with other industries, therefore, it should 
borne in mind that the real remuneration—either in cash or in 
cash plus meals and launderiag—is nine shillings a week mare 
than the figure you quote.—I am, Sir, Yours faithfully, oe 

L. GRIFFITHS Harris 
Secretary, Caterers’ Association 
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Publications 


Who is to Manage the Managers ? 


“The Rise and Fall of the Ex-Socialist Government.” 
Christopher Hollis, M.P. Hollis and Carter. 131 Pages, 


ONE great merit of the Conservative Party, as of the Church 
of England, is that there is no need to accept its doctrines if 
order to belong to it. Mr Hollis, in spite of a wildly exaggerated 
admiration for Disraeli, is clearly one of those who vote Con- 
servative because they dislike Labour, in perverse contrast to 
the preference of most of the electorate for doing the opposite; 
but what exactly he himself stands for remains to be revealed. 
Up to a point, his line is clear enough. He accepts, a little 
glibly perhaps, the theory of the Managerial Revolution. One 
might perhaps query his argument, linked somehow to the fantastie 
notion that British Socialism has something to do with Karl 
Marx, on the extent to which class privilege will and must sur 
vive ; and, still more, his apparent belief that the politician and 
the trade union leader, like the capitalist, are, as political forces, 
already on the way to share the fate of Queen Anne. But, when 
all is said and done, he is clearly right in his main point, which 
is to emphasise that a new type of upper class is appearing, and 
to press the question of how, in the face of this, the social balance 
of power is to be preserved. Every new upper class has tended 
to grasp too much power into its hands ; what is to prevent the 
same thing happening again? What can be done to strengthen 
the citizen as against the planner? Will the Labour Party persist 
as a “ managerial” party, or turn back to its older and better 
tradition as the defender of the under-privileged? Will the Con- 
servative Party take seriously its new-found belief in free enter- 
prise, the small man, and the rest, or is it more likely to end, 
as history suggests, as the party of the new upper class—of the 
managers, technicians, and experts—as Disraeli once turned it 
from the party of ihe landlords into the party of industrial capital? 


To these and similar questions Mr Hollis provides few answers, 
though those that he does provide are good; and, on the key 
question of industrial organisation, he leaves his readers simply 
with the irritating, if formally flawless, conclusion that there is no 
golden rule. But at least he is asking the right questions; 
questions which both his own party and the Government still 
find a little too pointed to be decent. And he asks them in fing 
English, and with a good temper of which the more viperis 
calumniators of the school of Bevan, Foot, Brogan and Hogg 
might well take note. 


Mr Hatch 


By Hargreaves Parkinson. 


*“ The Hatch System.” 
Pitman, 15s. 


SURNAMES beginning with H are not unknown in the investment 
world.. Mr Cyrus Q. Hatch, though a legendary character, was 4 
more beneficent individual than some of the others. 


135 pages. 


For it was 
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he who made himself a dollar multi-millionaire by developing a 
simple and foolproof investment system, and yet felt well enough 
disposed towards his fellow-men to command Mr Parkinson to 
act as his literary amanuensis and to publish the system for the 
encouragement and profit of the English-speaking world. 

Shorn of the whimsy which Mr Hatch seems inevitably ro attract 
to himself, his system—or Mr Parkinson’s—is simplicity itself. 
First, the investor takes the plunge into the stock market. So long 
as the market continues to rise he holds his stocks; when the 
market falls by 10 pe- cent he sells, and he remains out of the 
market until the fall has given place to a rise of 10 per cent from 
the bottom. In other words, the Hatch system is a lifeline by 
which investors can haul themselves on to dry land as soon as 
the investment tide ceases to make and becomes a dangerous ebb. 
It is nothing more than a rationalised system of placing selling and 
buying limits within 10 per cent of the market peaks and market 
bottoms respectively. 

Mr Hatch was, of course, born under a fortunate star. He 
began to operate in 1871, and by the end of 1937 the average 
level of American industrial common stocks was 267 times higher 
than it was 67 years earlier. He had the inestimable advantage 
ot operating on a rising trend of prosperity ; but his system took 
him out of the mark=t in the years of dangerous slump, and put 
nim back as soon as the bull trend reasserted itself. Thus Mr 
Hatch profited to the full from the joint benefits of an expanding 
economy and a volatile Wall Street market. Mr Parkinson, with 
a wealth of arithmetical illustration, shews how the system can 

e applied to the British market—though it would have been 
interesting indeed to have from the originator of the system a 
detailed examination of Hatch operations during the bull market 
which began in the late summer of 1940 and which terminated, 
at any rate for Hatchites, when the Financial Times industrial 
ordinary share index touched 119.5 last week, and thus fell by 
more than ro per cent from the January average of 136.4. 

The pure milk of Hatch is simple and palatable enough. 
Whether the simple-hearted investor, for whom the system is 
primarily intended, should be tempted by its super-fatted variants, 
to which Mr Parkinson devotes the majority of his pages, is 
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perhaps another matter. For when the investor changes the area 
or the percentage rules under the Hatch system, the element of 
judgment becomes of primary importance, as the author empha- 
sises. In these zones, scientific investment of the kind which Mr 
Parkinson has so shrewdly analysed in an earlier work is difficult 
because it has to be deductive. Even Hatch, the inductivist, noted 
that over 500 common stocks for one reason or another dropp2d 
out of the index which he used during the 67 years. Not the 
least intriguing among the many possibilities which Mr Parkinson 
examines in such close detail is the chance of a Hatch stalemate, 
because market movements in future might conceivably fluctuate 
over a much smaller amplitude. Of all his qualities, Mr Hatch 
was chiefly distinguished for singleness of mind; yet one is 4 
little tempted to wonder whether he would have adopted and stuck 
to the same technique in post-war Britain. He invented his 
system because, as he said, he did not wish to make a sucker of 
himself. But he did not claim that in all market conditions it 
guaranteed -a large, automatic profit. 


Shorter Notice 


“ Planned Chaos,” Ludwig von Mises. New York. 90 pages. 


THE theologians have a word for it; invincible ignorance, Chamberlain, 
Joan Robinson, Triffin, and Keynes have fought the good fight in 
vain. Even Professor Hayek’s determination has begun to crumble a 
little at the edges, but not the stubborn defences of Professor von 
Mises. Liberalism of the days before imperfect competition analysis 
or modern trade cycle theory, sauced with a sound academic 
acquaintance with the works of Marx, Lenin, Hitler, Roosevelt, and 
Pius XI, is presented in its rawest and least convincing form; and no 
one will regret the result more than liberals themselves. It is indeed 
necessary, as Dr. von Mises sees, to link the liberal doctrine more 
effectively to the social idealism which has provided the driving force 
of even the less prepossessing forms of Socialism. But not like this; 
for the Mises doctrine is one of those weapons which inspire more 
terror in its friends than in its enemies. As a means of promoting 
mocking laughter on the Left it is difficult to imagine anything better. 


In half the homes of Britain, the RADIO TIMES is a welcome week-long 
guest. But what a restless one! It's on the sofa. It’s in the dining room. 
Annie’s got it in the kitchen. Dad had it upstairs last night. How it stands 
up to a life of nine days is a paper-maker’s problem. But there it is — 
always re-welcomed every Friday in 6,000,000 homes. 

Member of the A.B.C. Advertisement Director, B.B.C. Publications, 
Broadcasting House, Portland Place, London, W.1 
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HE discussion within the Security Council which was 
ended by a decision to call on the Dutch and the Indone- 
sians to stop fighting was remarkable for the level of calm 
detachment with which a nasty situation was debated. Even 
Mr Gromyko, more concerned with the Balkans than with the 
<pportunity which conflict in a far-off island gave him for 
girding at a capitalist power, spent less time than usual in 
sharpening the edges of his reproach. Outside, where people 
stood in queues for buses, the August sun was hot enough to 
make jungle fighting a not unimaginable hell. Inside, no bead 
of perspiration marred the serenity of members’ brows; the 
debating chamber was artificially cooled, the chairs were 
padded, the walls sound-proofed, the lights focused and 
shaded to ward off glare. Until late in the afternoon the 
sense of unreality which accompanies such comfort on such a 
day was more irritating than reassuring. Then the persistence 
of Australia and the United States, supported thornily by 
Russia, won over the desire of older colonial powers to keep 
hands off and give time for the successful conclusion of a 
“police action” which they might themselves be taking as 
model in a not distant future. 
The effect on the American people of this decisive move was 
immediate. The decision was announced in the early evening. 
The New York Times, almost ready for the newsstands, took 
its editorial page apart in order to hail the importance of the 
decision. “The Council is not concerned with any one method 
of maintaining peace—it is concerned with peace itself,” 
declared the Times jubilantly. 
The precedent established is far more important than the 
American offer of mediation. . . . We obviously made no 
attempt to by-pass the United Nations, and there was no real 
conflict between our “ good offices ” and the action finally taken. 
The sigh of relief which infused the Times leader was echoed 
across the nation on the part of people who honestly believe 
that the last hope of a peaceful world in their lifetime is bound 
up with the successful functioning of the United Nations, and 
that the successful functioning of the United Nations is 
to a large extent dependent -on the continued good 
behaviour of the United States. There was, to be sure, a con- 
tradicto:gy cacophony heard in Chicago, but even the invincible 
suspicion of a Colonel McCormick was for the moment muted. 
This was action on the part of an organisation which had shown 
too many signs of degenerating into a debating society, and 
action is what pleases Americans even when it must be directed 
toward stopping action. For once the United Nations had taken 
refuge neither in legalisms nor in the appointment of a com- 
_ mittee to consider and report. Experienced diplomats might 

shake the head and warn that such haste was dafgerous, but 
the man in the street was quite willing to risk whatever em- 
barrassments might be entatled in an order to stop shooting 
which came after ten days of fighting and two days of debate. 

The alarm and indignation which has prevailed in headlines, 
editorials and street corner conversations since the Dutch army 
opened fire in Indonesia is a vivid proof of the degree to which 
the United States has become sensitive to armed conflict in other 
nations. It can be argued that trouble is always news, but 
it should also be remembered that only two years have passed 
since American soldiers were fighting in both Europe and the 
Pacific, that American shores face both Holland and Indonesia, 
that the United States gave independence last year to its own 
oriental colony which is a near neighbour to Indonesia. The 
Pacific is very close these days, with General MacArthur’s men 
in Japan, and China still bound—at least ‘in American eyes— 


by those sentimental and traditional ties which Eu 


difficult to understand. When Queen Wilhelmina gave 
Indonesian subjects conditional freedom the American py 
applauded. That she should, whatever the provocation, ow 
seem to be trying to take it back looks to American eyes } 
“Indian giving”—a withdrawal when strong of what was 
proffered when weak. nnd 

This attitude on the part of the public was behind the Stag 
Department's hasty offer of “ good offices ” when the first day's 
debate on Australia’s motion that the Security Council sho 
take action seemed to be bogging down. It is possible to argue, 
with the New York Times, that the United States was not 
thereby intending to bypass the United Nations. The fat 
remains that had confidence in Uno been all that the mog 
ardent supporters of the international idea might wish, there 
would have been no citizens’ petitions asking the President » 
do all in his power to stop the conflict, and the gesture towand 
umpiring, whether intended as a mere nudge in the ribs or 
not, would never have been made. 

That it was made, and had the effect of spurring Uno t 
accept those responsibilities which belong to it by virtue of ifs 
charter, should go a long way toward improving the public state 
of mind toward the things that happen, or do not happen, a 
Lake Success. Two years after the signing of the charter tha 
state of mind is compounded of hope, ignorance, impatience and 
foreboding, with a seasoning of guilt. It may be sampled in the 
attitude of the driver of the bus that runs between the head- 
quarters building and the railway station, who is neither more 
nor less rude than he would be to any group of passengers 
elsewhere in New York; in the attitude of the boy at th 
documents desk who obviously regards journalists much as the 
Duchess in Looking-Glass Land regarded her little boy and 
would like very much to treat them in the same way; in the 
lifted eyebrows of the housing official who resents the intrusion 
into his neat domain of races and customs he regards as alien 
and of debatable value; in the impatience of the official for 
whom everything goes much too slowly, and the beaming smile 
of the “do-gooder” who sees in the mere fact that she can 
travel out to watch debates at Lake Success a justification of all 
the envelopes she addressed to her fellow clubwomen and the 
telegrams she sent to her Congressman. 


* 


No amount of disillusion with what has (or has not) been 
accomplished in these two years has served to bring the 
American people to the point where they want to believe that 
the United Nations is moving toward the point where it must 
be written off as a failure. Some of them say $0 privately, some 
of them make speeches in public to that effect, but most of 
those are the cynics who never believed it would work or the 
enthusiasts of little faith who embraced the new creed with as 
much fervour as they are now turning against it. Much of the 
glow that buoyed the nation while the Charter was being 
framed at Dumbarton Oaks has dimmed, but the public has, 
in Russia’s continual nay-saying, a convenient scapegoat to 
blame for the dimming, a scapegoat whose monotonous nega- 
tivity goes far toward obscuring delays and deficiencies on the 
part of the other nations, not excluding the United States. The 
public pressure that forced Mr Vandenberg to assure the 
United Nations last spring that President Truman did not mean 
to bypass it when he enunciated his famous doctrine was not 
strong enough in July to force apologies for the calling of the 


Paris conference on Europe, even though that conference was . 
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called outside the Uno preserves, and in apparent disregard of 
the Economic Commuss.on on Europe which was then meeting 
at Geneva. Yet such weakening in public allegiance can be 
directly attributed to Russ.an intransigence between the two 
caies, and there have been signs in and out of the official 
world that while no other action seemed possible at the moment, 
the implied shght to Uno has left a sense of guilt and regret. 
One has only to scan the list of non-governmental organizations 
which seek or have obtained the status of affiliates of Uno to 
realize how many of them are still there because they believe 
such participation gives them prestige, because they think it 
gives them power, but most of all because they have faith in 
the United Nations, 

The conversion of a people to a new religion is, however, not 
completed all at once, nor is back-sliding by intent or by 
omiss‘on a sin limited to those who would bask forever in the 
light of international amity. The calibre of man appointed by 
the American Government to serve as its representative on the 
various levels of Uno activity is not always such proof of earnest 
and intelligent support as well-wishers might desire. There are 
not enough Secretary Marshalls to spare for the day-by-day 
grubbing that goes en in sub-commissions or for the hard travel- 
lin; that has to be done in Greece, Palestine, the Balkans, Asia. 
The ways of a: Missouri President whose area of confidence in 
the human material of appointment seems bounded on the east 
by the Mississippi River and on the west by the Rocky Moun- 
tains turn up some curious specimens whose value in interna- 
tional affairs is more debatable. than is their skill in foreign 
tongues. Yet even some of the most bizarre appointments can 
be defended on the ground that the present period is one of 
growth, education and exploration; that the task of “ selling ” 
international co-operation to the United States can only be 
accomplished by presenting it as a job to be done by ail sorts of 
people; that im order to enlist majority approval and whole- 
hearted support which will hold when the going gets rough there 
must be, in a demecracy like this, a continuous process of 
education by doing and telling. 

Meanwhile the United Nations officials are not themselves 
entirely free from a suspicion of heightening the Looking-Glass 
unreality which is so disturbing to those who. counsel patience 
and a firm persistence, as. the best policy. Predicting a budget 
for Uno for 1948 which would be half again as large as the 
$27 millions charged member nations for 1947, Mr Byron Price, 
Assistant Secretary General, recently explained that one of the 
greatest drains on the United Nations is not the keeping of the 
peace, but “ the prodigious paper work that required translating 
mimeographing, printing and distribution.” He told this to 
the working press a week after Britain had made its newest cut 
in newsprint, and further explained that the Secrctariat have so 
much paper work on hand that they have not been able to finish 
the management survey begun last February for the purpose 
of increasing efficiency, cutting out duplication, simplifying 
record keeping, lessening the required amount of documentation 
and thereby the pressure on paper stocks. 

It is in the light of such White Knight reports that one should 
read the three resolutions recently introduced into Congress 
looking toward the: improvement of the functioning of Uno. 
They range from a demand that the President summon a general 
conference “for the purpose of making the United Nations 
capable of enacting, interpreting and enforcing world law” to a 
recommendation that the Charter be amended to “ strengthen 
the United Nations as an instrument to prevent war and main- 
tain world peace,” and they are meant not as stones but as props. 
Mr Sumner Welles calls them impractical and dangerous, but 
they indicate the degree of solicitude for the United Nations 
which is a basic factor in American foreign policy today. 


American Notes 
Mr Taft on Foreign Policy 
_The Republican Party is still.a very long way from a final 
Choice of Presidential candidate for 1948. But. the election cam- 
Paign is now well under way, and Senator Taft has followed 
Governor Dewey on the westward trail from Washington. Mc 
Taft has not yet avowed his determination to drive for personal 
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nomination, but every political observer is aware that his present 
tour is the trial run, and that his speech at Columbus, Ohio, a 
few days ago marked the first bid in a powerful challenge for 
Presidential honours. 

In that speech, Senator Taft was at great pains to assure his 
listeners that wicked New Dealers are still very much alive, that 
the Truman regime can bring only a continuance of waste and 
extravagance, that the Republican Party is firmly united, its Con- 
gressional record good, and tax reduction the only possible way 
to avoid a slump. This was all good party talk, end more than 
encouraging to his Republican audience. To his credit, however, 
Mr Taft also took an early opportunity of grasping the nettle 
of foreign policy—not too firmly, perhaps—but in a manner which 
contrasts rather refreshingly with the calculated caginess of 
Governor Dewey. On foreign issues, Mr Taft said :— 

I believe that Congress should hesitate to interfere unless (the 
Pres:dent’s) policy involves us in the danger of unnecessary wat, or 
propeses to drain the rescurces of our taxpayers and our productive 
labour to an. unreasonable degree. I believe it is a field. where 
Congress should not, except with. great provocation, give foreign 
countries a picture of a divided America. 

And, following some well-justified censure of earlier policy in 
Europe, Mr Taft continued :— 

No country has ever been so generous. We have made dollars 
available in almost unlimited amount with little restriction of the 
use to be made of them. We are interested. in reasonable loans to 
enable foreign countries to go to work, but I believe those loans 
should be confined to actual goods, machinery and equipment neces- 
sary to restore productive ability. We must move very cautiously and 
be sure that additional loans really furnish incentive to forcign 
peoples involved to work harder to support themselves. 

Senator Taft’s speech begged a great many questions, and 
shirked the issue of how far his own party has been responsible 
for conditions in which it has been next to impossible for foreign 
countries to secure the necessary share of productive equipment. 
On the record, Mr Taft deserves the gibe made by Ulysses S. 
Grant (at the expense of the Democrats) that his opponents pre- 
ferred travelling with their face to the rear seats, and thus “ see 
everything—after they've passed it.” If Senator Taft turns ‘his 
face to the future, his first call will be for caution, but it is none 
the less important to bear in mind that his views are shared by 
many responsible and influential American. leaders—~and that he 
has lately been in very close touch with Senator Vandenberg on 
foreign policy. 

“Only a strong executive can hope to alleviate the situation” 
said Senator Taft at Columbus. “ Certainly it is beyond the 
power of Congress, which cannot initiate foreign policy.” — But, 
even though loans be made, or grants be given, in terms of “ goods 
and not dollars,” Congress today holds a firmer grip on foreign 
policy than at any previous period, simply because it holds the 
purse-strings, and in the last resort, it is the dollar appropriations 
that will be decisive. Fully conscious of this power, the: House 
has.sent a. virtual ultimatum to the White House, through the 
Republican majority leader, Mr Charles Halleck, and is demanding 
“complete. co-operation between the executive and_ legislative 
branches” and status as “a fully-fledged partner in the concuct 
of foreign affairs.” It was in this spirit that the House rank-and- 
file recently enforced its own decision for a study group of Con- 
gressmen to torr European countries during adjournment. This 
will be a serious study, embracing all grades of opinion, and 
backed by the resources of the State Department. Whatever they 
may learn, and wherever they may listen, it is safe already to con- 
clude that subsequent debates on the Marshall project will hinge 
upon presentation to them of convincing evidence that, apart 
from draconian measures at home, each interested country in 
western Europe is prepared also to move towards a regional 
integration that has no roots in the past. The Congressmen will 
search for such evidence in the knowledge that Senators Taft 
and Vandenberg will back them both ways. 


* * * 


Spotlight Session 


By no means every Republican Party supporter is so staunch 
a defender. of the Congressional record as.Senator Taft. A _num- 
ber of. more thoughtful supporters contend thar while the Eighueth 
Congress ‘has been heroic enough in its decision to ignore the 
pressure groups for organised labour, it has been something less 
than heroic in the way in which it accepted briefs for sach power- 
ful groups as the wool growers, the. private. utilities, the sugar 
growers, the imdustrial monopolists,.and the full-blooded pro- 
tectionists. These misgivings were scarcely apparent in Congress 
where the party, as Senator Taft justly claimed, voted generally 
us a solid block with the exception of a handful of “ liberal recalci~ 
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trants” and a few irrepressible individualists, such as Senator 
Langer, of Dakota. 

On a wider field, however, it is felt that a Republican refusal 
next year to face such important issues as minimum wages, social 
security benefits, low-cost housing, and better educational pro- 
grammes, cannot but have the most serious consequences, But 
there is one way in which the Republican Party hopes and expects 
to attract the support of many voters—by a careful manipulation 
of the spotlight upon the past errors and omissions of the Demo- 
cratic Party. For the first time since 1933 the Republicans can 
control such investigations at the taxpayers’ expense (a privilege 
that Democrats rate no less highly when the pendulum swings), 
and they have recently voted themselves $2 million for continuing 
investigations. Among the more important investigations planned 
for the 1948 spotlight are: Aviation, agriculture, housing, flood 
control, federal loan agencies, defence, cost-of-living and Govern- 
ment propaganda. 

Almost literally these “ probes” will range from the graphic 
and atomic to the anatomic and the nearlyepornographic. Senator 
Brewster’s War Investigating Committee, at least, has got fairly 
near to the latter level, with a sizzling story of shapely entertainers 
listed (ultimately) on the taxpayers’ expense sheets in order to 
induce service chiefs and government officials to support generous 
contract terms for Mr Howard Hughes, a Californian aeroplane 
manufacturer and Hollywood producer, and his wartime partner, 
Mr Henry Kaiser. Unfortuaately for more serious students of 
wartime expense patterns, but more fortunately for a jaded Press, 
the attraction of the young ladies concerned has all but crowded 
out the more prosaic financial details, and the story so far has 
been far from complete. Mr Julius Krug, formerly War Pro- 
duction Board Administrator and now Secretary of the Interior, 
has issued a vigorous denial of charges concerning his involve- 
ment in these proceedings, and Senator Brewster has met with 
the counter-charge that his investigation followed directly from 
his support for Pan American Airways, and his corresponding dis- 
like of the rival Transcontinental and Western Airlines, in which 
Mr Howard Hughes ranks as the principal stockholder. 

Whatever may be the truth of these charges, it is reasonably 
certain that the investigation will be dropped at precisely the point 
where Democratic trails give way to tracks which might, possibly 
lead back nearer home. But the Republican Party is mot abandon- 
ing the search for election material In the foreground is the search 
for further evidence in the story of voting frauds in Kansas City 
(Mr Truman’s home town) during the 1946 Democratic primaries. 
Here the prima facie evidence against the State machine is very 
strong ndeed, and the Democrats have not helped their side of 
the story by filibustering against action in 1947. 


* * * 


Steel Prices Up 


British and foreign buyers clamouring for American steel 
.in the face of an impending dollar famine will scarcely find 
encouragement in the general decision of the industry to raise 
prices. The smaller manufacturers began the price-boosting pro- 
cess soon after the coal wage terms were announced, with advances 
ranging from $5 to $10 a ton; last week, “ Big Steel,” Bethlehem, 
and the rest followed suit with a general list revision of $5. These 
moves are defended by the industry with the plea that steel is 
“ still the cheapest basic commodity ” and that advances of 7 to 
8 per cent mean very little in terms of manufactured goods. 
The one certain fact in these moves is that they demonstrate 
once again the entire futility of Presidential warnings to industry 
concerning price advances. Industrial profits in general are still 
at peak levels, but current labour and “materials costs are now 
impairing profit margins in many areas, while for many industries 
the so-called “ break-even points ” are dangerously high by former 
standards. With backlogs so high, and business still so good, the 
remedy for employers is clear enough—for the immediate future. 
Organised labour is responding to these price revisions by 
demanding further concessions wherever possible. Over the entire 
range of industry, the scope for revision is not so wide as the 
unions would like, but wherever “re-opening clauses ” exist in 
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current contracts, the pressure for still higher wage rates is now 
increasing, The chemical workers are making a new wage 
meat-packers and textile workers have gained new rates, 
a number of smaller unions are displaying a more 
mood. This mood is covering contract negotiations under the 
Taft-Hartley Labour Act, with unions refusing to accept “no. 
strike” clauses which would enable employers to enforce syity 
for breach of contract. The automobile industry has already 
curtailed output substantially because disputes are delaying 
deliveries of accessories and spare parts. be 
All this news adds up to the probability of still higher prices 
over a very wide range of products before the end of 1947. The 
close of July brought wholesale commodity prices to a new 
and over the rest of the summer, the pace of activity is not 
to slacken to any appreciable extent. Congress, moreover, has 
not assisted the position by its insistence upon immediate cash 
for service men’s bonuses, or by forcing the President to abandon 
consumer credit controls later this year. These two moves may 
not be dangerous in absolute terms ; the bonus payments mms) ai 
total more than $1 billion, and consumer credits have expanded 
very slowly in recent months. But, against the general back. 
ground of rising prices, such steps serve merely to add fuel tp» 
the flames. The bearishly-inclined still talk knowingly of hesi- 
tant exports (June figures were very slightly below the ab 
high May figure of $1.4 billion), of stability in terms of the 
physical volume of production, and of a probable relapse in con. 
structional work later this year. But for the time being, the 
scope for any significant setback in prices looks small enough by 
any standard of comparison. 


* * * 


Mission to China 


Washington reports suggest that the Chiang Kai-Shek regime 
is looking for an early renewal of financial assistance, and for an 
extension of military aid, following the visit of General Wede- 
mayer, who left Washington last month with the rank of Ambas« 
sador and special representative of the President in China, 
General Wedemayer was called upon to make an “ appraisal of 
the overall situation”—in other words, to resume negotiations 
with the Chiang Kai-Shek regime more or less at the point where 
they were abandoned by Mr Marshall last January when his 
recall from China heralded his appointment as Secretary of State. 

In Mr Marshall’s opinion at that time, the American Govern- 
ment could trust neither the Chiang Kai-Shek regime nor the 
Communists, who still control Manchuria and northern China, 
and although lacking the manpower and equipment necessary 
to hold many key cities, carry on a devastating guerilla warfare 
against material stocks and communications. Mr Marshall had 
for some time worked to secure agreement between the 
Nationalist and Communist forces, and his declaration on the 
failure of a mission amounted virtually to a policy of splendid 
isolation. 

At no time has there been any suggestion that the United 
States would abandon the Nationalists in favour of Communist 
control. But the State Department seems to have held consis- 
tently that the Communists were not under the direct dictation of 
Moscow, that they were carrying out valuable reforms, and that 
in contrast, China’s regime was both inefficient and utterly 
corrupt. The growth of Republican control in Congress, how- 


ever, has brought a steadily stronger movement in favour of active 
support for the Nationalists. The choice of General Wedemayet 


was in itself significant, for the General has held the rank of 
commander of American forces in China and is known to have 
opposed all attempts ro form a coalition between Chiang Kai-Shek 
and the Communists. 

Spurred by the new mission from Washington, Nanking has 
recently declared that no further negotiations are possible. “In 
perversion, malignancy and treachery the Communists are worse 
than any bandit, traitor or puppet in Chinese history.” 
General Wedemayer, in turn, has declared that he has now 
received “a variety of suggestions from authoritative sources sub- 
mitted by Chinese truly interested in the establishment of a stable 
political and economic structure.” For the Chiang regime these 


are very encouraging words. Apart from internal anarchy 


chaos, Nanking is desperately concerned by the revival of Japanese 


industry, and is making new demands for partnegship in the 


assessment of Japanese strength and for heavy reparations pay- 
ments. Financial claims on Washington for relief and recon- 


struction may total $2.5 billion. These claims will be weighed 
very carefully in Washington—against the claims of other regions: 


covered by the Marshall project. 
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THE WORLD OVERSEAS 





Brazil in Transition 


(From Our Rio 


HETHER the Brazilian. economy faces a “ shakedown” into 
peace-time conditions or a major crisis is a question exercis- 
ing public opinion here. Brazilians who read their newspapers 
have been told that, while it costs more to live in Rio or Sao Paulo 
than New York, the standard of living in their major cities is lower 
than in post-war Berlin. Such comparisons, however superficial, 
are a pointed commentary on the effects of recurrent food short- 
ages, high prices, transport and travel difficulties, and an extensive 
black market. 

In a country of small shopkeepers speculative prices defy 
Government controls, and have undoubtedly weighed heavily on 
urban consuming classes during and since the war. According to 
a Government index, retail food prices in the four chief Brazilian 
cities rose from 100 in 1939 to 452 in March, 1947, thereafter 
falling to 419 in May ; and questions have been asked in Congress 
about the sale of foodstuffs, imported duty free, at 500 per cent 
profit. As for clothing—the demand for which is said to be fully 
met by home production—the retail price index compiled by the 
Municipality of Sao Paulo rose from 100 in 1939 to 470 in May, 
1947, jumping 31 points during an export ban introduced to 
encourage cheaper and more plentiful domestic supplies. 

Such figures indicate what is generally recognised, that neither 
the removal of duties on imported food a year ago nor a simul- 
taneous export ban (since relaxed) has stemmed the rising cost of 
living in Brazil’s urban centres, where wages have followed prices, 
but raggedly and generally at a distance. The gap between wages 
and prices is not noticeably lessening. Merchants complain that 


Correspondent) 


the first effect of an import priority system, introduced in June 
to conserve Brazil’s dwindling foreign balances, has been the 
marking up of prices by Brazilian manufacturers. The Govern- 
ment has since returned to the attack in the price control field 
by freezing retail textile prices at twice the factory prices—a 
move by which it is hoped to ensure prices a third lower than 
those ruling six months ago. 

Scarcity may partly explain the resistance of Brazilian price 
levels of essential commodities to Government control, as to a 
greater extent it explains the prices—sometimes fantastic by British 
or American standards—of imported goods ranging from essentials 
to luxuries. An important retailer has described to your Corre- 
spondent how, to satisfy disappointed customers, he had been 
forced to supplement his stocks of articles imported directly from 
England by buying more of the same goods from speculative im- 
porters at two to three times the price he paid for his own stocks. 

Discounting enforcement flaws, however—of which the Brazilian 
press is an umsparing critic—scarcity cannot wholly explain con- 
ditions said to have made Rio the dearest city in the Americas. 
High profits, like the high money rates which Mr Snyder, Secre- 
tary of the United States Treasury, described on a recent visit 
to Rio as “the exploitation of Brazilians by Brazilians,” are 
endemic in Brazil. A project to limit them has found little favour 
among the business community, on the ground that it would 
interfere with free enterprise. How far they are likely to interfere 
with the competitive ability of Brazilian manufacturers in both 
their own and other markets remains to be seen. 
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This test may nave already begun. While a leading Brazilian 
textile manufacturer claims he would close any mulls not showing 
100 per cent profit, a recession of the Brazilian textile industry 
has been under way for several months, and has thrown out of 
work (at varying estimates) from 10,000 to 50,000 millhands in 
Sao Paulo. The industry’s difficulties have been ascribed, in 
complaints to the Minister of Finance by the Spinners and 
Weavers’ Association of Sao Paulo, to restriction of bank credit 
and the granting of “ insignificant ” export quotas, According to 
the Ministry of Finance, however, Brazilian cotton manufacturers 
succeeded in selling abroad, during the first quarter of 1947, only 
three-fifths of the export quota conceded to them for the period, 
which was 50,000,000 metres (a fifth of their established annual 
surplus of production over domestic consumption). Meanwhile, 
Italian silk has been selling here at less than the products of local 
silk factories, now reported to be at a standstill, and imported 
cottons were making increasing inroads on the domestic market 
until the imposition of import restrictions in June. Manufacturers 
are further alarmed by Argentina’s recent suspension of textile 
imports, which closes their largest wartime market. 

Alleg tions of credit restriction are perhaps better founded. In 
the view of some business men here who profess to see a “ shake- 
down” of over-expanded industries rather than a breakdown of 
the whole industrial economy, such restriction is not only inevit- 
able, but justifiable. These observers point out that the most 
efficient mills are in the hands of a few powerful interests un- 
troubled by the shortage of credit; they claim that a “ shake- 
out” of weaker interests will make for a healthier industry. 


Government Aid Demanded 


Sr Correa e Castro, the Minister of Finance, has denied any 
“undue ” restriction of bank credit and described the industrial 
situation as “normal.” In fact, published figures of six principal 
Sao Paulo banks for the six months ended in April (when com- 
plaints began) show that, during this period, their cash and loans 
dropped by 8 per cent and their deposits by 6 per cent. Lending 
rates meanwhile have risen as high as 1§ per cent per annum, 
and smaller banks have been paying 5 per cent for three months’ 
accommodation. 

There are also signs that an unprecedented wartime building 
boom, which has changed the skyline of Rio and pushed the values 
cf its downtown sites to £500 a square metre, is nearing an end. 
Speculative builders in Rio and Sao Paulo, many of them financed 
by mushroom banks at the high rates mentioned, are turning 
more and more to the practice of selling flats in unfinished blocks 
in order to finance their completion. Larger banks began a tactful 
retreat from the real estate field a year ago. 

The wilting of industrial prosperity is accompanied by demands 
from primary producers for Government help. The Bank of Brazil 
is pledged to finance staple exports, including coffee (the produc- 
tion of which is said to have reached “ statistical equilibrium ”) and 
cotton. These two mainstays of the Brazilian economy account 
between them for 54 per cent of all Brazilian exports, and in one 
view only a collapse of their apparently healthy prospects could 
plunge the country into a real crisis. Nevertheless, the protec- 
uionist claims put forward not only on behalf of industry, but 
of other primary products now in world demand, raise the issue 
of how far Brazil can afford to pay for an obviously desirable 
diversification of its economy. 

Broadly, the country is in transition from a wartime economy 
of rapid industrial development in clearly defined zones to a 
peacetime one that must take account of: first, the effects of pro- 
gressive wartime inflation; secondly, the prospect of resurgent 
competition in both home and foreign markets ; and thirdly, the 
opportun:ty, now more impressive than ever in the light of world 
food shortages, for Brazil to develop its own resources, particularly 
of food. The fact that these resources are agreed to be vast cannot 
of itself stimulate their exploitation in a poorly integrated country 
covering half a continent, and lacking both capital and Jabour for 
a long-range programme of public investment that would open 
up and join up productive regions. 


Too Little Transport 


Reconversion’seems an inadequate word to apply to these prob- 
lems that confront the imperfectly expanded economy of an essen- 
tially new country. Some of the basic problems are of. long 
standing, and have been overshadowed rather than simplified by 
the rush of wartime development. This is outstandi true of 
surface transport and agriculture. Railways, roads, docks and 
warehouses are proving tragically inadequate to move, store and 
distribute basic crops such as. rice, beans and maize, destined not 
for export alone but for domestic consumption. The citizens of 
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Rio, as a newspaper points out, are eating potatoes from Holland, 
beans and canned peas from America, onions from Egypt and 
butter and fru:t from Argentina at prices usually well below those 
of the local products (where these are available). Transport de- 
ficiencies are also held responsible for the fact that, except for a 
favoured few, the Brazilian capital is virtually without a fresh 
milk supply. 

While transport development has demonstrably suffered from 
wartime shortages of equipment, agriculture has actually declined, 
Both labour and capital have gone to nourish industry. There 
have been critical food shortages in the rich mineral region of the 
Rio Doce Valley, where labour during the war forsook the farms 
to find more profitable work in the mines; and malnutrition 
remains a chronic social problem in the north-cast. 


Decline in Food Production 


Significant aspects of this picture were indicated in a recent 
memorandum to the Government from the National Federation of 
Commerce. Recommending the adoption of a “ Monnet Plan” 
for Brazil, it claimed that the disproportionate growth of agri- 
culrure and industry, leading to a per capita decline in food 
production, was a root cause of “an undisguisably grave economic 
situation.” According to the memorandum, while Brazil’s popu- 
lation increased by 20 per cent from 1933 to 1944, the production 
of raw materials and foodstuffs showed the following trends during 
the major part of the war: 

(1925-1929 = 100) 


Food Raw Materials 
1939 1944 1939 1944 
WOM: <c ok sscse 132 125 273 352 
Waldle iis. 3. fass. 129 182 292 630 


The proposals called for the creation of a National Economic 
Council and a Central Bank system (for which a Bill is now 
before Congress) with subsidiary banks to finance crops and 
industry. The aim would be the balanced development of industry 
and agriculture. 

The Government’s efforts are meanwhile directed more closely 
towards a balanced budget. Monetary inflation has become public 
enemy number one, and deflation a declared objective of Govern- 
ment policy. The Minister of Finance said recently that the note 
issue had not been increased since he tock office in October, and 
that no further increase was contemplated except in extreme 
emergency. In fact, the note circulation, according to official 
returns, rose from 4,971,000,000 cruzeiros in December, 1939 to 
20,489,000,000 in December, 1946, and has since slightly receded 
tO 20,345,000,000 in June—or roughly four times its pre-war level. 
This expansion has its roots in Brazil’s prosperous wartime export 
trade. Annual export surpluses increased from £10,000,000 in 
1939 to £85,000,000 in 1946 (after a lapse to £3,500,000 in 1940) 
and the Bank of Brazil—with an exchange monopoly dating from 
the days of currency shortages—had to pay exporters many more 
cruzeiros for their foreign currency than it received from im- 
porters. Increased taxes and a compulsory war loan provided a 
negligible amount, and the gap was mainly bridged by the creation 
of more paper money—a deliberate Vargas policy calculated to 


leave in producers’ hands capital for post-war re-equipment and — 


expansion. 
Dollars Running Short 


Two important consequences of this monetary inflation have 
been noted by Sr Roberto Simonsen, an eminent Brazilian 
economist whose views have been sought by President Dutra, and 
show signs of having influenced present monetary policy. Sr 
Simonsen points out, first, that the internal value of the cruzeiro 
has been depressed to perhaps half its value in terms of the dollar ; 
and, secondly, that this internal devaluation is only prevented 
from exercising its full effect as a stimulus to imports, i.e., 10 
foreign producers competing with Brazilian industry, by the 
continued production difficulties of foreign exporters (and, of 
course, the recently imposed Brazilian import restrictions). He 
estimates that Brazilian production costs have increased since 
1939 by 90 per cent in relation to those of the United States, 
and by 12 per cent and 26 per cent respectively in relation to those 
of Great Britain and Argentina. The competitive handicap im- 
plicit in these figures is a matter of concern to Brazilian industry, 
which has an estimated annua! output valued at £650 million. 

The prospect of a dollar shortage also causes concern. A 
pone export oak i the United States (which now sup- 
plies 60 per cent of Brazil’s imports, against 6 cent provided 
by the United Kingdom), and a shee o Beet ee export 
surplus, are features of Brazilian foreign trade returns for the 


first quarter of 1947. The continuance of these trends 


the exhaustion of Brazil’s dollar reserves. These were. 
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announced recently by the Minister of Finance to be $350 million. 
This figure, however, is understood to include the gold backing 
for the note issue, apart from which backing there is good reason 
to believe that Brazi remains with only some $25 ion in New 
York—or twice its export deficit with the United States for the 
first quarter of 1947. 

When Brazil’s hard currency runs out, Sr Simonsen believes, 
a fall in the value of the cruzeiro is inevitable (in accordance with 
the theory of purchasing ‘power parity). Meanwhile, he con- 
tends, no arbitrary alteration of the exchange rate would offer 
a real solution of domestic difficulties. Depreciation would aggra- 
vate inflationary pressure, and appreciation would not necessarily 
make deflation easier (since, although the Bank of Brazil would 
pay the exporter less cruzeiros for his foreign currency, it would 
also receive from the importer less cruzeiros with which to do so). 

The battle for a stable currency is not the least critical of 
Brazil’s difficulties. 4 


Singapore Prepares to Vote 


[FROM OUR OWN CORRESPONDENT] 


A Bit to provide for elections to the Singapore Legislative 
Council was passed by the Advisory Council on July 3rd. It had 
a good press. A few diehards considered that now, in the midst 
of reconstruction, when al] Government machinery is overworked 
and overheated, it is inopportune to add an avoidable complica- 
tion. But the elections have to come sooner or later and it is 
wise to get them over quickly. 

The Bill gives the suffrage to all British subjects over twenty- 
one years of age and resident in the colony for one year, with no 
disqualification for sex, lack of property or illiteracy. Three- 
quarters of Singapore’s population are Chinese, most of whom 
are illiterate even in their own language. Illiteracy, however, is 
mostly to be found among the immigrant Chinese who constitute 
the greatég mass of this fraction. British subjects form a rela- 
tively smaller part and to them educational facilities have been 
available. Hence the proportion of illiterate voters ts not 
regarded as excessive, and their difficulties in voting for a can- 
didate whose name appears in an unfamiliar script are being 
lessened by the simple device of allotting such easily recog- 
nisable symbols as an elephant’s head, a house, a cart, a wheel, 
a ship or a violin to each candidate. The demarcation of con- 
stituencies is territorial and not communal, for in Singapore the 
communities are not segregated but thoroughly intermingled. 
It is unlikely that any but Chinese will secure election. Euro- 
peans are unlikely to be elected, not because they are Europeans 
but because they are a quasi-aristocracy with no local roots. The 
minority communities consist of Indians, Eurasians, Malays 
(Indonesian and Peninsular) and Europeans. 

So far no parties have appeared, but the smaller communities 
are discussing their plans. There have been the usual threats 
from the Communists to boycott the elections, but this is 
regarded as a rubric in the orthodox ritual prior to active par- 
ticipation. Faced with a dilemma, the Indians are bewildered. 
In January, 1946, Pandit Nehru plainly warned them that they 
must choose between being Indian or Malayan for they could not 
be both. Yet they are divided among themselves into northern 
and southern Indians, Mahommedan or Hindu, Pakistan or 
Congress. What wood they will saw into planks for their elec- 
toral platforms has not been disclosed. The Malays are split 
into two main groups, the Malayan Nationalists and the United 
Malay National Organisation. The Nationalists want to throw 
in their lot with Indonesia and make a large and somewhat 
visionary Malaysia subject only to the United Nations, where 
the Malays will be ring-fenced from more hustling. aliens and 
have a land fit for Malays to live in. Less intramsigent, the 
Umno, under the brilliant leadership of Dato Onn, the Prime 
Minister of Johore, advocates preference for the Malays in their 
own country, but is not hostile to foreigners and follows consti- 
tutional methods, 


Malayan Democrats 


Potentially the most important group is the Malayan Demo- 
cratic Union. It is composed of middle-class intellectuals of all 
races, derives much of its inspiration from the Fabian Society, 
and advocates equal rights for all, with no racial discrimination 
and a greater share of independence ftom the Colonial Office. 
It uses constitutional methods and gives perhaps the happiest 
augury for the future, for it possesses brains, public spirit, energy 


- 





The problem with the Chinese is that they are Chinese. Fi 


many years they have concentratéd on the task of | -makir 
and were content to leave well alone.’ Now political consciousness 


has been stirred and they have become doubtful of their status. 


By nationality, in the political sense, the Chinese form three 
groups: these born in the old Straits Settlements and called 
Straits-born Chinese ;.those born in the old*Federated or Un- 
federated States ; and the immiggane Chinese. The Straits-born 
are the most intelligent and public-spirited of all communities in 
Malaya; and it is from their ranks that the leading , doctors 
lawyers, educationists ‘and business men are produced. The 
other Chinese, both in Malaya that was. not part of the Straits 
Settlements, are protected’ British subjects and. are not eligible 
for the vote, a decision that has caused some heart-burning. The 
China-born immigrants are not eligible for the vote, but all can, 
if they wish, become naturalised British subjects. . 


British or Chinese’? 


A local Chinese newspaper, the Nan Chiau, circulated a ques- 
tionnaire among its readers, to which 4,344 replies were received. 
Twenty wanted Malaya to be a British possession, 1,875 wanted 
it to be an independent nation, 2,288 wanted it to be a Federation, 
70 wanted it to be handed to Uno. Then 4,226 wanted Singapore 
to be joined to the Malayan Union, 38 were willing to give up 
Chinese. nationality and become Malayan, citizens, 4,275 wanted 
to be both Chinese Nationals and Malayan citizens, 3,961 wanted 
a popularly elected legislature. Against 41 who wanted English as 
the official language, 3,961 thought all Malayan languages should 
be the official language. It is not possible to say what class of 
person answered the questionnaire and deductions drawn from it 
cannot be therefore very accurate. But it seems clear enough that 
the Chinese wish to retain a dual nationality, and to have their 
tuppence and the bun. The 4,27§ out of 4,344 who wish to make 
—and take—the best of both worlds form nearly 99 per cent. It 
is probable that this percentage holds good throughout Malaya 
and it explains why the Malayan Union is nervous about admitting 
Chinese to Malayan citizenship. 


However, the Malayan Democratic Union and the Chinese 
people are sensible enough. They realise that sonorous platitudes 
are no substitute for a clear appreciation of what is possible, and 
that toleration, practical ability, good sense and a spirit of com- 
promise are the basis of administration. 


The innovation in the Bill lies in the grant of a member each 
to the European, the Chinese and the Indian Chambers of Com- 
merce. The men elected from these Chambers will owe their 
first loyalty to business interests, but they are likely to be able 
men who, when their first interests are served, will have regard to 
the good. There was surprisingly little opposition to this 
markedly undemocratic proposal, because it was felt that this must 
be a temporary expedient to secure experienced men of affairs. 
The elected section of the Council will number nine ; there will 
be four nominated unofficial members who can speak for the 
smaller communities and less than nine unofficials. 


It seems easy at the moment to predict that the issues will be 
social and economic rather than racial and religious. The chief 
business of the elected members will doubtless be the putting of 
questions and criticism of administration, No attempt to cast 
the horoscope of democracy in Singapore can leave out of the 
reckoning the possibility of malpractice. It is likely that there 
will be a considerable group entering the game of politics in a pre- 
datory state of mind, and ready to take advantage of the gullible 
and exploit the illiterate. The Bill bristles with checks against 
them, but how far they will be effective it is impossible to foretell. 


A Problem For Raffles 


A prominent item in the agenda of Legislative Council meetings 
will be demands for retrenchment and reform, Many new depart- 
ments have been added to the Government since liberation. Office 
staffs have multiplied exceedingly, while higher executives have 
not greatly increased and suffer an almost impossible burden of 
responsibility. New importations from home are trade union 
advisers, price controllers, exchange controllers, currency con- 
trollers, social welfare workers, public relations officers, food con- 


trollers, economic a their name is legion. The sole 
official on the overdue list is an efficiency expert ; and he would 


be the most welcome, for he might be able to reorganise an office 

routine that was antiquated thirty years ago, to prune redundant 

staff and to cut down that government expenditure which is the 

cause of inflation. In our present er the only visit more 
tamford Raffles. ~ 


gladdening would be the return of S 
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This test may nave already begun. While a leading Brazilian 
textile manufacturer claims he would close any mills not showing 
100 per cent profit, a recession of the Brazilian textile industry 
has been under way for several months, and has thrown out of 
work (at varying estimates) from 10,000 to §0,000 millhands in 
Sao Paulo. The industry’s difficulties have been ascribed, in 
complaints to the Minister of Finance by the Spinners and 
Weavers’ Association of Sao Paulo, to restriction of bank credit 
and the granting of “ insignificant ” export quotas, According to 
the Ministry of Finance, however, Brazilian cotton manufacturers 
succeeded in selling abroad, during the first quarter of 1947, only 
three-fifths of the export quota conceded to them for the period, 
which was 50,000,000 metres (a fifth of their established annual 
surplus of production over domestic consumption). Meanwhile, 
Italian silk has been selling here at less than the products of local 
silk factories, now reported to be at a standstill, and imported 
cottons were making increasing inroads on the domestic market 
until the imposition of import restrictions in June. Manufacturers 
are further alarmed by Argentina’s recent suspension of textile 
imports, which closes their largest wartime market. 

Alleg tions of credit restriction are perhaps better founded. In 
the view of some business men here who profess to see a “ shake- 
down” of over-expanded industries rather than a breakdown of 
the whole industrial economy, such restriction is not only inevit- 
able, but justifiable. These observers point out that the most 
efficient mills are in the hands of a few powerful interests un- 
troubled by the shortage of credit; they claim that a “ shake- 
out” of weaker interests will make for a healthier industry. 


Government Aid Demanded 


Sr Correa e Castro, the Minister of Finance, has denied any 
“undue ” restriction of bank credit and described the industrial 
situation as “normal.” In fact, published figures of six principal 
Sao Paulo banks for the six months ended in April (when com- 
plaints began) show that, during this period, their cash and loans 
dropped by 8 per cent and their deposits by 6 per cent. Lending 
rates meanwhile have risen as high as 15 per cent per annum, 
and smaller banks have been paying 5 per cent for three months’ 
accommodation. 

There are also signs thar an unprecedented wartime building 
boom, which has changed the skyline of Rio and pushed the values 
cf its downtown sites to £500 a square metre, is nearing an end. 
Speculative builders in Rio and Sao Paulo, many of them financed 
by mushroom banks at the high rates mentioned, are turning 
more and more to the practice of selling flats in unfinished blocks 
in order to finance their completion. Larger banks began a tactful 
retreat from the real estate field a year ago. 

The wilting of industrial prosperity is accompanied by demands 
from primary producers for Government help. The Bank of Brazil 
is pledged to finance staple exports, including coffee (the produc- 
tion of which is said to have reached “ statistical equilibrium ”) and 
cotton. These two mainstays of the Brazilian economy account 
between them for 54 per cent of all Brazilian exports, and in one 
view only a collapse of their apparently healthy prospects could 
plunge the country into a real crisis. Nevertheless, the protec- 
tionist claims put forward not only on behalf of industry, but 
of other primary products now in world demand, raise the issue 
of how far Brazil can afford to pay for an obviously desirable 
diversification of its economy. 

Broadly, the country is in transition from a wartime economy 
of rapid industrial development in clearly defined zones to a 
peacetime one that must take account of: first, the effects of pro- 
gressive wartime inflation; secondly, the prospect of resurgent 
competition in both home and foreign markets ; and thirdly, the 
opportun.ty, now more impressive than ever in the light of world 
food shortages, for Brazil to develop its own resources, particularly 
of food. The fact that these resources are agreed to be vast cannot 
of itself stimulaie their exploitation in a poorly integrated country 
covering half a continent, and lacking both capital and Jabour for 
a long-range programme of public investment that would open 
up and join up productive regions. 


Too Little Transport 


Reconversion’seems an inadequate word to apply to these prob- 
lems that confront the imperfectly expanded economy of an essen- 
tially new country. Some of the basic problems are of Jong 
standing, and have been overshadowed rather than simplified by 
the rush of wartime development. This is outstandi true of 
surface transport and agriculture. Railways, roads, docks and 
warehouses are proving tragically inadequate to move, store and 
distribute basic crops such as rice, beans and maize, destined not 
for export alone but for domestic consumption. The citizens of 


THE ECONOMIST, August 9, 1947 


Rio, as a newspaper points out, are eating potatoes from Holland, 
beans and canned peas from America, onions from and 
‘butter and fru:t from Argentina at prices usually well below those 
of the local products (where these are available). Transport de- 
ficiencies are also held responsible for the fact that, except for a 
favoured few, the Brazilian capita] is virtually without a fresh 
milk supply. 

While transport development has demonstrably suffered from 
wartime shortages of equipment, agriculture has actually declined, 
Both labour and capital have gone to nourish industry. There 
have been critical food shortages in the rich mineral region of the 
Rio Doce Valley, where labour during the war forsook the farms 
to find more profitable work in the mines; and malnutrition 
remains a chronic social problem in the north-east, 


Decline in Food Production 


Significant aspects of this picture were indicated in a recent 
memorandum to the Government from the National Federation of 
Commerce. Recommending the adoption of a “ Monnet Pian” 
for Brazil, it claimed that the disproportionate growth of agri- 
culture and industry, leading to a per capita decline in food 
production, was a root cause of “an undisguisably grave economic 
situation.” According to the memorandum, while Brazil’s popu- 
lation increased by 20 per cent from 1933 to 1944, the production 
of raw materials and foodstuffs showed the following trends during 
the major part of the war: 

(1925-1929 = 100) 


Food Raw Materials 
1939 1944 1939 1944 
Volume ......... 132 125 273 352 
Woldie'? i 6. J3<%. 129 182 292 630 


The proposals called for the creation of a National Economic 
Council and a Central Bank system (for which a Bill is now 
before Congress) with subsidiary banks to finance crops and 
industry. The aim would be the balanced development of industry 
and agriculture. 

The Government’s efforts are meanwhile directed more closely 
towards a balanced budget. Monetary inflation has become public 
enemy number one, and deflation a declared objective of Govern- 
ment policy. The Minister of Finance said recently that the note 
issue had not been increased since he tock office in October, and 
that no further increase was contemplated except in extreme 
emergency. In fact, the note circulation, according to official 
returns, rose from 4,971,000,000 cruzeiros in December, 1939 to 
20,489,000,000 in December, 1946, and has since slightly receded 
tO 20,345,000,000 in June—or roughly four times its pre-war level. 
This expansion has its roots in Brazil’s prosperous wartime export 
trade. Annual export surpluses increased from {10,000,000 in 
1939 to £85,000,000 in 1946 (after a lapse to £3,500,000 in 1940) 
and the Bank of Brazil—with an exchange monopoly dating from 
the days of currency shortages—had to pay exporters many more 
cruzeiros for their foreign currency than it received from im- 
porters. Increased taxes and a compulsory war loan provided a 
negligible amount, and the gap was mainly bridged by the creation 
of more paper money—a deliberate Vargas policy calculated to 


leave in producers’ hands capital for post-war re-equipment and — 


expansion. 
Dollars Running Short 


Two important consequences of this monetary inflation have 
been noted by Sr Roberto Simonsen, an eminent Brazilian 
economist whose views have been sought by President Dutra, and 
show signs of having influenced present monetary policy. Sr 
Simonsen points out, first, that the internal value of the cruzeiro 
has been depressed to perhaps half its value in terms of the dollar ; 
and, secondly, that this internal devaluation is only prevented 
from exercising its full effect as a stimulus to imports, i.c., 10 
foreign producers competing with Brazilian industry, by the 
continued production difficulties of foreign exporters (and, of 
course, the recently imposed Brazilian import restrictions). He 
estimates that Brazilian production costs have increased since 
1939 by 90 per cent in relation to those of the United States, 
and by 12 per cent and 26 per cent respectively in relation to those 
of Great Britain and Argentina. The competitive handicap im- 
plicit in these figures is a matter of concern to Brazilian industry, 
which has an estimated annual output valued at £650 million. 

The prospect of a dollar shortage also causes concern. 
growing export deficit with the United States (which now sup- 
plies 60 per cent of Brazil’s imports, against 6 per cent provided: 
by the United Kingdom), and a shrinkage of Brazil’s total export 
surplus, are features of Brazilian foreign trade returns for the 


first quarter of 1947. The continuance of these trends would 
ese 


the exhaustion of Brazil’s dollar reserves. These were 
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announced recently by the Minister of Finance to be $350 million. 
This figure, however, is understood to include the gold backing 
for the note issue, from which backing there is good reason 
to believe that Brazil remains with only some $25 mi in New 
York—or twice its export deficit with the United States for the 
first quarter of 1947. 

When Brazil’s hard currency runs out, Sr Simonsen believes, 
a fall in the value of the cruzeiro is inevitable (in accordance with 
the theory of purchasing ‘power parity). Meanwhile, he con- 
tends, no arbitrary alteration of the exchange rate would offer 
a real solution of domestic difficulties. Depreciation would aggra- 
vate inflationary pressure, and appreciation would not necessarily 
make deflation easier (since, although the Bank of Brazil would 
pay the exporter less cruzeiros for his foreign currency, it would 
also receive from the importer less cruzeiros with which to do so). 

The battle for a stable currency is not the least critical of 
Brazil’s difficulties. 


Singapore Prepares to Vote 


[FROM OUR OWN CORRESPONDENT] 


A Bit to provide for elections to the Singapore Legislative 
Council was passed by the Advisory Council on July 3rd. It had 
a good press. A few diehards considered that now, in the midst 
of reconstruction, when all Government machinery is overworked 
and overheated, it is inopportune to add an avoidable complica- 
tion. But the elections have to come sooner or later and it is 
wise to get them over quickly. 

The Bill gives the suffrage to all British subjects over twenty- 
one years of age and resident in the colony for one year, with no 
disqualification for sex, lack of property or illiteracy. Three- 
quarters of Singapore’s population are Chinese, most of whom 
are illiterate even in their own language. Illiteracy, however, is 
mostly to be found among the immigrant Chinese who constitute 
the greatér mass of this fraction. British subjects form a rela- 
tively smaller part and to them educational facilities have been 
available. Hence the proportion of illiterate voters is not 
regarded as excessive, and their difficulties in voting for a can- 
didate whose name appeats in an unfamiliar script are being 
lessened by the simple device of allotting such easily recog- 
nisable symbols as an elephant’s head, a house, a cart, a wheel, 
a Ship or a violin to each candidate. The demarcation of con- 
stituencies is territorial and not communal, for in Singapore the 
communities are not segregated but thoroughly intermingled. 
It is unlikely that any but Chinese will secure election. Euro- 
peans are unlikely to be elected, not because they are Europeans 
but because they are a quasi-aristocracy with no local roots. The 
minority communities consist of Indians, Eurasians, Malays 
(Indonesian and Peninsular) and Europeans. 

So far no parties have appeared, but the smaller communities 
are discussing their plans. There have been the usual threats 
from the Communists to boycott the elections, but this is 
regarded as a rubric in the orthodox ritual prior to active par- 
ticipation. Faced with a dilemma, the Indians are bewildered. 
In January, 1946, Pandit Nehru plainly warned them that they 
must choose between being Indian or Malayan for they could not 
be both. Yet they are divided among themselves into northern 
and southern Indians, Mahommedan or Hindu, Pakistan or 
Congress. What wood they will saw into planks for their elec- 
toral platforms has not been disclosed. The Malays are split 
into two main groups, the Malayan Nationalists and the United 
Malay National Organisation. The Nationalists want to throw 
in their lot with Indonesia and make a large and somewhat 
visionary Malaysia subject only to the United Nations, where 
the Malays will be ring-fenced from more hustling aliens and 
have a land fit for Malays to live in. Less intransigent, the 
Umno, under the brilliant leadership of Dato Onn, the Prime 
Minister of Johore, advocates preference for the Malays in their 
own country, but is not hostile to foreigners and follows consti- 
tutional methods. 


Malayan Democrats 


Potentially the most important group is the Malayan Demo- 
cratic Union. It is composed of middle-class intellectuals of all 
races, derives much of its inspiration from the Fabian Society, 
and advocates equal rights for all, with no gacial discrimination 
and a greater share of independence from the Colonial Office. 
‘It uses constitutional methods and gives perhaps the happiest 
augury for the future, for it possesses brains, public spirit, energy 
and courage. Es scnaailaiasnemivies 


_and were content to leave well alone. Now political consciousness 






many years they have concentrated on the task-of - 





has been stirred and they have become of their status. 
By nationality, in the political sense, the Chinese form three 
groups: these born in the old Straits Settlements and called 
Straits-born Chinese ;.those born in the old*Federated or Un- 
federated States ; and the immigrant Chinese. The Straits-born 
are the most intelligent and public-spirited of all communities in 
Malaya; and it is from their ranks: that ‘the: leading , doctors, 
lawyers, educationists and business men are produced. 
other Chinese, both in Malaya that was not part of the Straits 
Settlements, are protected’ British subjects and. are not eligible 
for the vote, a decision that has caused’some heart-burning. The 
China-born immigrants are not eligible for the vote, but all can, 
if they wish, become naturalised British subjects. 


British or Chinese’? 


A local Chinese newspaper, the Nan Chiau, circulated a ques- 
tionnaire among its readers, to which 4,344 replies were received. 
Twenty wanted Malaya to be a British possession, 1,875 wanted 
it to be an independent nation, 2,288 wanted it to be a Federation, 
70 wanted it to be handed to Uno. Then 4,226 wanted Singapore 
to be joined to the Malayan Union, 38 were willing to give up 
Chinese. nationality and become Malayan. citizens, 4,275 wanted 
to be both Chinese Nationals and Malayan citizens, 3,961 wanted 
a popularly elected legislature. Against 41 who wanted English as 
the official language, 3,961 thought.all Malayan languages should 
be the official language. It is not possible to say what class of 
person answered the questionnaire and deductions drawn from it 
cannot be therefore very accurate. But it seems clear enough that 
the Chinese wish to retain a dual nationality, and to have their 
tuppence and the bun. The 4,275 out of 4,344 who wish to make 
—and take—the best of both worlds form nearly 99 per cent. It 
is probable that this percentage holds good throughout Malaya 
and it explains why the Malayan Union is nervous about admitting 
Chinese to Malayan citizenship. 


However, the Malayan Democratic Union and the Chinese 
people are sensible enough. They realise that sonorous platitudes 
are no substitute for a clear appreciation of what is. possible, and 
that toleration, practical ability, good sense and a spirit of com- 
promise are the basis of administration. 


The innovation in the Bill lies in the grant of a member each 
to the European, the Chinese and the Indian Chambers of Com- 
merce. The men elected from these Chambers will owe their 
first loyalty to business interests, but they are likely to be able 
men who, when their first interests are served, will have regard to 
the general good. There was surprisingly little opposition to this 
markedly undemocratic proposal, because it was felt that this must 
be a temporary expedient to secure experienced men of affairs. 
The elected section of the Council will number nine ; there will 
be four nominated unofficial members who can speak for the 
smaller communities and less than nine unofficials. 


It seems easy at the moment to predict that the issues will be 
social and economic rather than racial and religious. The chief 
business of the elected members will doubtless be the putting of 
questions and criticism of administration: No attempt to cast 
the horoscope of democracy in Singapore can leave out of the 
reckoning the possibility of malpractice. It is likely that there 
will be a considerable group entering the game of politics in a pre- 
datory state of mind, and ready to take advantage of the gullible 
and exploit the illiterate. The Bill bristles with checks against 
them, but how far they will be effective it is impossible to foretell. 


A Problem For Raffles 


A prominent item in the agenda of Legislative Council meetings 
will be demands for retrenchment and reform, Many new depart- 
ments have been added to the Government since liberation. Office 
staffs have multiplied exceedingly, while higher executives have 
not greatly increased and suffer an almost impossible burden of 
responsibili New importations from home are trade union 
advisers, price controllers, exchange controllers, currency con- 
trollers, social welfare workers, public relations officers, food con- 
trollers, economic advisers—their name is legion. The sole 
official on the overdue list is an efficiency expert ; and he would 
be the most welcome, for he might be able to reorganise an office 


routine that was antiquated thirty years.ago, to prune redundant 
staff and to cut down that government expenditure which is the 
cause of inflation. In our present perplexities, the only visit more 
gladdening would be the Teturn of Stamford Raffles. 
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This test may nave already begun. While a leading Brazilian 
textile manufacturer claims he would close any mills not showing 
100 per cent profit, a recession of the Brazilian textile industry 
has been under way for several months, and has thrown out of 
work (at varying estimates) from 10,000 to §0,000 millhands in 
Sao Paulo. The industry’s difficulties have been ascribed, in 
complaints to the Minister of Finance by the Spinners’ and 
Weavers’ Association of Sao Paulo, to restriction of bank credit 
and the granting of “ insignificant ” export quotas, According to 
the Ministry of Finance, however, Brazilian cotton manufacturers 
succeeded in selling abroad, during the first quarter of 1947, only 
three-fifths of the export quota conceded to them for the period, 
which was 50,000,000 meires (a fifth of their established annual 
surplus of production over domestic consumption). Meanwhile, 
Italian silk has been selling here at less than the products of local 
silk factories, now reported to be at a standstill, and imported 
cottons were making increasing inroads on the domestic market 
until the imposition of import restrictions in June. Manufacturers 
are further alarmed by Argentina’s recent suspension of textile 
imports, which closes their largest wartime market. 

Alleg tions of credit restriction are perhaps better founded. In 
the view of some business men here who profess to see a “ shake- 
down” of over-expanded industries rather than a breakdown of 
the whole industrial economy, such restriction is not only inevit- 
able, but justifiable. These observers point out that the most 
efficient mills are in the hands of a few powerful interests un- 
troubled by the shortage of credit; they claim that a “ shake- 
out” of weaker interests will make for a healthier industry. 


Government Aid Demanded 


Sr Correa e Castro, the Minister of Finance, has denied any 
“undue ” restriction of bank credit and described the industrial 
situation as “normal.” In fact, published figures of six principal 
Sac Paulo banks for the six months ended in April (when com- 
plaints began) show that, during this period, their cash and loans 
dropped by 8 per cent and their deposits by 6 per cent. Lending 
rates meanwhile have risen as high as 1§ per cent per annum, 
and smaller banks have been paying 5 per cent for three months’ 
accommodation. 

There are also signs that an unprecedented wartime building 
boom, which has changed the skyline of Rio and pushed the values 
of its downtown sites to £500 a square metre, is nearing an end. 
Speculative builders in Rio and Sao Paulo, many of them financed 
by mushroom banks at the high rates mentioned, are turning 
more and more to the practice of selling flats in unfinished blocks 
in order to finance their completion. Larger banks began a tactful 
retreat from the real estate field a year ago. 

The wilting of industrial prosperity is accompanied by demands 
from primary producers for Government help. The Bank of Brazil 
is pledged to finance staple exports, including coffee (the produc- 
tion of which is said to have reached “ statistical equilibrium ”) and 
cotton. These two mainstays of the Brazilian economy account 
between them for 54 per cent of all Brazilian exports, and in one 
view only a collapse of their apparently healthy prospects could 
plunge the country into a real crisis. Nevertheless, the protec- 
uionist claims put forward not only on behalf of industry, but 
of other primary products now in world demand, raise the issue 
of how far Brazil can afford to pay for an obviously desirable 
diversification of its economy. 

Broadly, the country is in transition from a wartime economy 
of rapid industrial development in clearly defined zones to a 
peacetime one that must take account of: first, the effects of pro- 
gressive wartime inflation; secondly, the prospect of resurgent 
competition in both home and foreign markets ; and thirdly, the 
opportun.ty, now more impressive than ever in the light of world 
food shortages, for Brazil to develop its own resources, particularly 
of food. The fact that these resources are agreed to be vast cannot 
of itself stimulate their exploitation in a poorly integrated country 
covering half a continent, and lacking both capital and labour for 
a long-range programme of public investment that would open 
up and join up productive regions. 


Too Little Transport 


Reconversion*seems an inadequate word to apply to these prob- 
lems that confront the imperfectly expanded economy of an essen- 
tially new country. Some of the basic problems are of long 
standing, and have been overshadowed rather than simplified by 
the rush of wartime development. This is outstandi true of 
surface transport and agriculture. Railways, roads, docks and 
warehouses are proving tragically inadequate to move, store and 
distribute basic crops such as rice, beans and maize, destined not 
for export alone but for domestic consumption. The citizens of 
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Rio, as a newspaper points out, are eating potatoes from Holland, 
beans and canned peas from America, onions from Egypt and 
butter and fru:t from Argentina at prices usually well below those 
of the local products (where these are available). Transport de- 
ficiencies are also held responsible for the fact that, except for a 
favoured few, the Brazilian capital is virtually without a fresh 
milk supply. 

While transport development has demonstrably suffered from 
wartime shortages of equipment, agriculture has actually declined, 
Both labour and capital have gone to nourish industry. There 
have been critical food shortages in the rich mineral region of the 
Rio Doce Valley, where labour during the war forsook the farms 
to find more profitable work in the mines; and malnutrition 
remains a chronic social problem in the north-east. 


Decline in Food Production 


Significant aspects of this picture were indicated in a recent 
memorandum to the Government from the National Federation of 
Commerce. Recommending the adoption of a “ Monnet Plan” 
for Brazil, it claimed that the disproportionate growth of agri- 
culture and industry, leading to a per capita decline in food 
production, was a root cause of “an undisguisably grave economic 
situation.” According to the memorandum, while Brazil’s popu- 
lation increased by 20 per cent from 1933 to 1944, the production 
of raw materials and foodstuffs showed the following trends during 
the major part of the war: 


(1925-1929 = 100) 
Food Raw Materials 
1939 1944 1939 1944 
Volume ......... 132 125 273 352 
Walle iis. oi Sass 129 182 292 630 


The proposals called for the creation of a National Economic 
Council and a Central Bank system (for which a Bill is now 
before Congress) with subsidiary banks to finance crops and 
industry. The aim would be the balanced development of industry 
and agriculture. 

The Government’s efforts are meanwhile directed more closely 
towards a balanced budget. Monetary inflation has become public 
enemy number one, and deflation a declared objective of Govern- 
ment policy. The Minister of Finance said recently that the note 
issue had not been increased since he took office in October, and 
that no further increase was contemplated except in extreme 
emergency. In fact, the note circulation, according to official 
returns, rose from 4,971,000,000 cruze:ros in December, 1939 10 
20,489,000,000 in December, 1946, and has since slightly receded 
tO 20,345,000,000 in June—or roughly four times its pre-war level. 
This expansion has its roots in Brazil’s prosperous wartime export 
trade. Annual export surpluses increased from {10,000,000 in 
1939 to £85,000,000 in 1946 (after a lapse to £3,500,000 in 1940) 
and the Bank of Brazil—with an exchange monopoly dating from 
the days of currency shortages—had to pay exporters many more 
cruzeiros for their foreign currency than it received from im- 
porters. Increased taxes and a compulsory war loan provided a 
negligible amount, and the gap was mainly bridged by the creation 
of more paper money—a deliberate Vargas policy calculated to 


leave in producers’ hands capital for post-war re-equipment and 
expansion. 


Dollars Running Short 


Two important consequences of this monetary inflation have 
been noted by Sr Roberto Simonsen, an eminent Brazilian 
economist whose views have been sought by President Dutra, and 
show signs of having influenced present monetary policy. Sr 
Simonsen points out, first, that the internal value of the cruzeiro 
has been depressed to perhaps half its value in terms of the dollar ; 
and, secondly, that this internal devaluation is only prevented 
from exercising its full effect as a stimulus to imports, i.c., 10 
foreign producers competing with Brazilian industry, by the 
continued production difficulties of foreign exporters (and, of 
course, the recently imposed Brazilian import restrictions). He 
estimates that Brazilian production costs have increased since 
1939 by 90 per cent in relation to those of the United States, 
and by 12 per cent and 26 per cent respectively in relation to those 
of Great Britain and Argentina. The competitive handicap im- 
plicit in these figures is a matter of concern to Brazilian industry, 
which has an estimated annual output valued at £650 million, 

The prospect of a dollar shortage also ¢ 


growing export deficit with the United States which now sup- 
against 6 per cent provided 
and a shrinkage of Brazil’s total export 
foreign trade returns for the 
quarter of 1947. The continuance of these trends would 

the exhaustion of Brazil’s dollar reserves. These were. 
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announced recently by the Minister of Finance to be $350 million. 


This figure, however, is understood to include the gold backing 
for the ndee sans Spee Seat eal ane ay nen and 
$25 million in New 


to believe that Brazil remains with only some 
York—or twice its export deficit with the United States for the 
first quarter of 1947. 

When Brazil’s hard currency runs out, Sr Simonsen believes, 
a fall in the value of the cruzeiro is inevitable (in accordance with 
the theory of purchasing power parity). Meanwhile, he con- 
tends, no arbitrary alteration of the ge rate would offer 
a real solution of domestic difficulties. Depreciation would aggra- 
vate inflationary pressure, and appreciation would not necessarily 
make deflation easier (since, h the Bank of Brazil would 
pay the exporter less cruzeiros for his foreign currency, it would 
also receive from the importer less cruzeiros with which to do so). 

The battle for a stable currency is not the least critical of 
Brazil’s difficulties. 3 


Ad 


Singapore Prepares to Vote 


[FROM OUR OWN CORRESPONDENT] 


A Bit to provide for elections to the Singapore Legislative 
Council was passed by the Advisory Council on July 3rd. It had 
a good press. A few diehards considered that now, in the midst 
of reconstruction, when al] Government machinery is overworked 
and overheated, it is inopportune to add an avoidable complica- 
tion. But the elections have to come sooner or later and it is 
wise to get them over quickly. 

The Bill gives the suffrage to all British subjects over twenty- 
one years of age amd resident in the colony for one year, with no 
disqualification for sex, lack of property or illiteracy. Three- 
quarters of Singapore’s population are Chinese, most of whom 
are illiterate even in their own language. Illiteracy, however, is 
mostly to be found among the immigrant Chinese who constitute 
the great¢égr mass of this fraction. British subjects form a rela- 
tively smaller part and to them educational facilities have been 
available. Hence the proportion of illiterate voters #s not 
regarded as excessive, and their difficulties in voting for a can- 
didate whose name appeats in an unfamiliar script are being 
lessened by the simple device of allotting such easily recog- 
nisable symbols as an elephant’s head, a house, a cart, a wheel, 
a ship or a violin to each candidate. The demarcation of con- 
stituencies is territorial and not communal, for in Singapore the 
communities are not segregated but thoroughly intermingled. 
It is unlikely that any but Chinese will secure election. Euro- 
peans are unlikely to be elected, not because they are Europeans 
but because they are a quasi-aristocracy with no local roots. The 
minority communities consist of Indians, Eurasians, Malays 
(Indonesian and Peninsular) and Europeans. 

So far no parties have appeared, but the smaller communities 
are discussing their plans. There have been the usual threats 
from the Communists to boycott the elections, but this is 
regarded as a rubric in the orthodox ritual prior to active par- 
ticipation. Faced with a dilemma, the Indians are bewildered. 
In January, 1946, Pandit Nehru plainly warned them that they 
must choose between being Indian or Malayan for they could not 
be both. Yet they are divided among themselves into northern 
and southern Indians, Mahommedan or Hindu, Pakistan or 
Congress. What wood they will saw into planks for their elec- 
toral platforms has not been disclosed. The Malays are split 
into two main groups, the Malayan Nationalists and the United 
Malay National Organisation. The Nationalists want to throw 
in their lot with Indonesia and make a large and somewhat 
visionary Malaysia subject only to the United Nations, where 
the Malays will be ring-fenced from more hustling aliens and 
have a land fit for Malays to live in. Less intransigent, the 
Umno, under the brilliant leadership of Dato Onn, the Prime 
Minister of Johore, advocates preference for the Malays in their 


own country, but is not hostile to foreigners and follows consti- 
tutional methods. 


Malayan Democrats 


Potentially the most important group is the Malayan Demo- 
cratic Union. It is composed of middle-class intellectuals of all 
races, derives much of its inspiration from the Fabian Society, 
and advocates equal rights for all, with no facial discrimination 
and a greater share of independence from the Colonial Office. 


It uses constitutional methods and gives perhaps the happiest 


augury for the future, for it possesses brains, public spirit, energy 
and courage. eal ; 
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many years they have concentrated on the task of money-makit 
id were content to leave well alone. Now political consciousness 
has been stirred and they have become doubtful of their status. 
By nationality, in the political sense, the Chinese form three 
these. born in the old Straits Settlements and called 
Straits-born Chinese; those born in the old» Federated or Un- 
federated States ; and the immigrant Chinese. The Straits-born 
are the most intelligent and public-spirited'of all communities in 
Malaya; and it is from their ranks that the»leading doctors, 
lawyers, educationists and business men are produced. 
other Chinese, both in Malaya that was. not part of the Straits 
Settlements, are protected’ British subjects: and.are not eligible 
for the vote, a decision that ha$ caused’some heart-burning. The 
China-born immigrants are not eligible for the vote, but all can, 
if they wish, become naturalised British subjects. 


British or Chinese? 


A local Chinese newspaper, the Nan Chiau, circulated a ques- 
tionnaire among its readers, to which 4,344 replies were received. 
Twenty wanted Malaya to be a British possession, 1,875 wanted 
it to be an independent nation, 2,288 wanted it to be a Federation, 
70 wanted it to be handed to Uno. Then 4,226 wanted Singapore 
to be joined to the Malayan Union, 38 were willing to give up 
Chinese. nationality and become Malayan citizens, 4,275 wanted 
to be both Chinese Nationals and Malayan citizens, 3,961 wanted 
a popularly elected legislature. Against 41 who wanted English as 
the official language, 3,961 thought all Malayan languages should 
be the official language. It is not possible to say what class of 
person answered the questionnaire and deductions drawn from it 
cannot be therefore very accurate. But it seems clear enough that 
the Chinese wish to retain a dual nationality, and to have their 
tuppence and the bun. The 4,275 out of 4,344 who wish to make 
—and take—the best of both worlds form nearly 99 per cent. It 
is probable that this percentage holds good throughout Malaya 
and it explains why the Malayan Union is nervous about admitting 
Chinese to Malayan citizenship. 


However, the Malayan Democratic Union and the Chinese 
people are sensible enough. They realise that sonorous platitudes 
are no substitute for a clear appreciation of what is possible, and 
that toleration, practical ability, good sense and a spirit of com- 
promise are the basis of administration. 


The innovation in the Bill lies in the grant of a member each 
to the European, the Chinese and the Indian Chambers of Com- 
merce. The men elected from these chambers will owe their 
first loyalty to business interests, but they are likely to be able 
men who, when their first interests are served, will have regard to 
the general good. There was surprisingly little opposition to this 
markedly undemocratic proposal, because it was felt that this must 
be a temporary expedient to secure experienced men of affairs. 
The elected section of the Council will number nine ; there will 
be four nominated unofficial members who can speak for the 
smaller communities and less than nine unofficials. 


It seems easy at the moment to predict that the issues will be 
social and economic rather than racial and religious. The chief 
business of the elected members will doubtless be the putting of 
questions and criticism of administration. No attempt to cast 
the horoscope of democracy in Singapore can leave out of the 
reckoning the possibility of malpractice. It is likely that there 
will be a considerable group entering the game of politics in a pre- 
datory state of mind, and ready to take advantage of the gullible 
and exploit the illiterate. The Bill bristles with checks against 
them, but how far they will be effective it is impossible to foretell. 


A Problem For Raffles 


A prominent item in the agenda of Legislative Council meetings 
will be demands for retrenchment and reform, Many new depart- 
ments have been added to the Government since liberation. Office 
staffs have multiplied exceedingly, while higher executives have 
not greatly increased and suffer an almost impossible burden of 
responsibility. New importations from home are trade union 
advisers, price controllers, exchange controllers, currency con- 
trollers, social welfare workers, public relations officers, food con- 
trollers, economic advisers—their name is legion. The sole 


official on the overdue list is an efficiency expert ; and he would 
be the most welcome, for he might be able to reorganise an office 


routine that was antiquated thirty years. ago, to prune redundant 
staff and to cut down that goverament expenditure which is the 


cause of inflation. In our present ities, the visit More 
gladdening would be the return OP Sorat tamford Raffle Cee 
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The Cost of 


T HE coincidence of July 15th, the date by which arrange- 
ments for the convertibility of current sterling were due 
to be completed, and the latest and most ominous spurt in the 
accelerating withdrawals of dollars from the US line of credit 
has inevitably caused the two phenomena to be linked. In 
much of the general discussion on the dollar problem, con- 
vertibility is beginning to emerge as the chief miscreant and, 
in the process, to serve as a convenient scapegoat for sins of 
omission and commission, for which the guilt often lies much 
nearer home. This prominence of convertibility among 
defendants in the dock is, it must be added, partly due to the 
assurances which official spokesmen have never tired of giving, 
that the convertibility situation was “ well in hand,” that every- 
thing had been “ neatly tied up” in anticipation of July 15th, 
and that no excessive strain on sterling need be expected as a 
result of the new arrangements. These optimistic forecasts 
may still be justified ; but if they are, some new and as yet quite 
unexplained factor has entered into the situation to cause the 
strain. But it is difficult to discover one 

This article was going through the press at the moment when 
Mr. Dalton was giving a fuller explanation of the dollar problem. 
But Mr. Attlee, in the course of his speech, gave an analysis 
of the distribution of the dollar deficit which Britain had to 
meet in the first half of this year, which is reproduced in Table 
I below. The impact of sterling area expenditure in the Western 
Hemisphere provides an indication of the extent to which 
accumulated sterling balances have been used in order to finance 
the dollar expenditure of the sterling creditors. The current trade 
balances, of which the geographical distribution for the first 
five months of this year is given in the second table suggest no 
combination of deficits and surpluses that could account for 
the actual rate at which the dollars were withdrawn last month, 
namely $700 million. These five months have no direct bearing, 
of course, on the current dollar cost of the external deficit ; they 
merely show that, on the basis of the first five months of this 
year, it is inconceivable that the external deficit alone could 
have accounted for more than a fraction of the dollar drain 
in July. 

Any attempt to explain the latest drawings on the dollar 
credit in terms of normal commercial transactions, however, 
must take into account two important points. First, actual 
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Convertibility 


drawings from the loan are not made in respect of past expendi- 
ture but in anticipation of bills that will have to be met in the 
ensuing weeks. The second point is that Britain is now 
approaching the time of the year when seasonal pressure on 
dollar resources is at its greatest. This seasonal rhythm in the 
demand for dollars, which used to be such a familiar 
phenomenon of the exchange markets thirty and forty years ago, 
lost much of its force when the United States ceased to be a 
large exporter of cereals, Now that the United States is again 
the world’s biggest exporter of wheat, the seasonal pendulum 
is swinging again as strongly as ever. Apart from these points, 
it would be astonishing, on general grounds alone, if the current 
rate of dollar expenditure on external trade account coincided 
with the total sterling presented for conversion into dollars. 
But now that the use of sterling in international trade has 
become more multilateral through the extension of the trans- 
ferable account system, it is impossible to trace the origins of 
current sterling which is offered in exchange for dollars. 
* 


It is evident, however, that current transactions alone, even 
allowing for the seasonal factor, cannot account for more than 
a fraction of the recent rate of withdrawals. Unless some 
gigantic “leak” has been opened, through which capital trans- 
actions are now pouring (an improbable contingency, since the 
authorities restrict the grant of transferable account facilities to 
those countries in whose exchange controls they have reason 
to trust) it is evident that the grant of convertibility to recently 
released sterling balances under the series of payments agree- 
ments negotiated during the past year, and the less formal 
understanding about the accumulated balances which are not 
yet subject to precise agreements, must bear a good deal of the 
responsibility for the dollar drain. The actual distribution of 
responsibility on this score is also a task which presents formid- 
able difficulties, at least for those to whom the operations of 
the Exchange Equalisation Account and the sterling balances 
of overseas countries are not an open book. The third table 
showing the published data on releases of sterling from accumu- 
lated balances does, however, suggest that much of the explana- 
tion lies in this particular direction. These releases were in 
each case agreed upon after hard and protracted negotiations, in 
the course of which the creditors brought all possible influence 
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to bear to obtain the maximum of releases. Viewed by itself, 
the argument presented by each may have seemed essentially 
reasonable. The case pleaded by these countries was, moreover, 
backed by the argument that sterling had again become an 
international currency and provided the basis for most-of the 
trade of large areas of the world. 

The concessions made to these’ individual demands, which 
seemed so modest when viewed in the context of each particular 
ageeement have, in their sum total, assumed formidable dimen- 
sions. Table III suggests that close on £100 million may already 
have become available for conversion into dollars this year as 
a result of agreed releases from accumulated balances—and 
with more to follow before the end of 1947. This was an un- 
duly high and generous figure in the light of the resources avail- 
able to Britain and of the other pressures to which they were 
subjected, It may well have been argued that since sterling was 
becoming a convertible currency this fact would. sufficiently 
strengthen confidence in it to encourage most of the released 
balances to remain here. This should surely be particularly 
true of the balances released for “ working capital.” But a 
crisis feeds on itself, and as the accelerated depletion of dollar 
resources became apparent for all to see, it seems more than 
probable that many holders of convertible sterling. who would 
normally have been prepared to leave it here have made sure of 
using it, as indeed is their right, before the dollars run out. 

Such a flight from convertible sterling would, moreover, be 
extremely difficult to confine within the bounds of agreed release 
arrangements. A large part of the accumulated balances held 


Lancashire 


UCH is expected of Lancashire—it may be too much— 
M towards the optimistic export targets set by the Prime 
Minister on Wednesday. The cotton industry was one of the 
worst hit by war, and it has been one of the slowest to recover. 
In the spinning and weaving sections, mills containing nearly 
40 per cent of the total productive capacity were closed down 
under the concentration scheme during the war. Employment 
in the industry (spinning and doubling, and cotton and rayon 
weaving and finishing) fell from 458,700 in 1937 and 387,100 
in October, 1939, to 242,200 in October, 1943, though by last 
May it had recovered to 295,800. Production has fallen in even 
greater proportion than labour. Cotton yarn output, which 
averaged 23.7 million lb. a week in 1937, has in recent months 
(omitting February) averaged barely 13 million lb. Woven 
fabrics, similarly, have averaged just over 30 million yards 
agaist 70 million yards in 1937 and §9 million yards in 1935, 
the only two recent pre-war years for which figures are available. 
In other words, production as a whole has been not much 
better than half the pre-war level, and production per worker 
has fallen by perhaps one-third—mainly owing to shorter 
working hours, greater absenteeism and, greater turnover of 
labour. Exports have fallen in even greater proportion than 
production. Yarn sales abroad, owing largely to the collapse 
of Germany, are barely one-sixth of the pre-war level and cloth 
shipments are about 40 per cent. 

Such is the background against which the present hopes 
which are now reposed in the industry must be regarded. It 
would be absurd to look for a quick recovery to the pre-war 
level of output, let alone the higher levels recorded at previous 
dates back to 1913 when the export of piece goods was running 
at more than ten times its present rate. Nevertheless, cotton 
ranks fourth amongst British exporting industries, with only 
vehicles, iron and steel and machinery in front of it. Even a 
relatively modest increase upon its present rate of production 
would be of great value. 

Is this “relatively modest increase ’ of output within the 
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here on overseas account has been left for use at the discretign 
of the holders: that is true, in part.cular, of the balances held 


on behalf of the dominions and colonies. These informal gentle. — 
men’s agreements work admirably when conditions are normal 
and their character, moreover, is test suited to the traditional 


mechanism of the sterling area. But conditions are far from 
normal, and it is conceivable that some of the gentle 
holders of sterling, realising that by standing back and behaving 
as gentlemen they were mercly holding the door open to 
reticent holders of convertible sterling, must have met ot 
siderable temptation to forget their good manners, 

It is impossible to say how far these doubts and questions oe 
justified without a day-to-day knowledge both of the balances: 
maintained here by the countries concerned and of their curreng. 
earnings of sterling. But the evidence of the recent rate of dollar. 
exhaustion is too strong to clear the convertibility of sterling of 
all blame and responsibility. This is not to say that convettic, 
bility was the only factor in bringing abour the unexpectedly. 
rapid expenditure of the US line of credit. Yet it does suggest, 
that in this, as in so many other aspects of British economig. 
policy, integral parts of the same mechanism were treated, 
separately and independently and that the condition of making. 
convertibility effective and successful—namely the setting of a 
clear course towards a reasonable equilibrium in the balance. 
of payments—was not satisfied before that step had to be 
The loan agreement gave too little time for this tricky feat 
navigation, and the Government has spent that little time study- 
ing the charts instead of setting sail. < 


Looks Up 


sphere of practical politics? There is no reason why it should 
not be and there are, indeed, some fair grounds for hoping 
that it will be achieved in the early future. Improvement if 
output depends upon three factors: an increased supply of 
labour ; re-equipment of the industry with more up-to-date 
and efficient machinery ; and better utilisation of labour. The’ 


figures above show how heavily the number of workers in thy 


industry fell in the war (they had been falling persistenily long 
before) and though the labour force has recovered since, it is nat 
within sight of regaining the 1939 figure. The Cotton Working 
Party hung many of its recommendations on the cardinal 


assumption that employment in the spinning and doubling and 


weaving sections, which had fallen from 330,000 in October, 
1939, to 205,000 in October, 1943, could not be raised above 
250,000. 

Nothing that has happened since the Working Party reported 
eighteen months ago can be regarded as having seriously dis- 
turbed the validity of this assumption. Nevertheless the fact 
remains that the labour force of these two sections has in the 
past year risen slightly above the Cotton Working Party’s 
postulated total. Since the Cotton Board initiated its recruit- 
ment campaign in 1943 the labour force has risen by 53,000, 
despite heavy wastage of married women and elderly workers. It 
is NOW 256,000, or 6,000 above the “ Schuster maximum.” For 
that achievement great credit is due to the Recruitment and 
Training Department of the Cotton Board, which has employed 
all the resources of propaganda both to persuade employers to 


make employment in the cotton textile industry more attractive’ 


to workers and to persuade workers that employment in cotton 
was indeed more attractive. 

The amount of work which has been done in making the 
cotton mills more agreeable places to work in has hardly received 
full recognition outside the industry. Some £7,000,000 has 
been spent on providing improved working conditions—on 
installing canteens, rest rooms, créches and air conditioning and 
on painting mill walls andeven machinery. This work has been 


sow se, a tet FR oe 








“ 


A ee ee ne a annoy, 


THE ECONOMIST, August 9, 1947 


carried out in the face of ali the obstacles raised by building 
restrictions and shortage of building labour and materials. 
Together with improvements in pay.and the reduction in 
working hours under the five-day week, it has gone far towards 
overcoming the prejudice against cotton mill employment which 
had developed in Lancashire between the wars. 


That is strikingly demonstrated by the astonishing success . 


which has been achieved in juvenile recruitment. In 1944, the 
first year for which full returns were collected, only about 9 per 
cent of the boys and girls leaving schoo! in the North-West 
Region went into cotton spinning, doubling and weaving. The 
percentages for subsequent years are 11 in 1945 and 15.7 in 
1946, whilst in the first five months of this year 23.6 per cent 
of school-leavers entered the cotton mills. These percentages 
include towns like Manchester, in which there are few or no 
cotton mills. In the purely textile towns much higher per- 
centages are recorded—6o per cent in Bolton, 62 per cent in 
Nelson and Colne, 65 per cent in Rochdale and 80 per cent 
in Burnley. It may be, and no doubt is, socially undesirable 
that such large proportions of the youth of Lancashire should 
seek employment in a single industry, but the figures at any 
rate suggest that the cotton industry is now holding its own in 
competition with the “ newer industries.” 

In the coming twelve months there will be no school-leavers 
in Lancashire or anywhere else. That fact will deprive the 
cotton industry of some 4,000 juvenile recruits. The industry 
hopes to make the hiatus good by recruiting European Volun- 
teer Workers (ci-devant “ displaced persons”) mainly refugees 
from the Baltic countries, but also some Austrians. A few 
hundred, all women and girls, are already employed, but it is 
hoped shortly to receive much bigger numbers. Suitable living 
accommodation is, of course, the limiting factor, and a vigorous 
campaign is now going on to provide this. Mills are buying 
large houses and converting them into hostels, but most 
of the volunteer workers will have to be accommodated as 
lodgers in private houses ; and active canvassing for billets is 
now proceeding. It was not thought likely that more than 2,000 
or 3,000 could be accommodated, but the Ministry of Labour 
is now offering up to 10,000, and naturally the industry will do 
all it can to increase its intake. 

Thus the general recruitment campaign goes on, but, how- 
ever far it succeeds, it cannot hope to make good any very 
considerable part of the present shortage of 90,000 workers 
compared with the pre-war labour force. This shortage 
can only be made good by installing more efficient machinery 
or by making more efficient use of present machinery—in either 
case by increasing production per man-hour. The majority 
report of the Working Party laid main stress on the former 
method—re-equipment—and recommended a levy on the in- 
dustry for the purchase of new machinery. By force of circum- 
stances, however, attention is rather being focused on the latter 
method, which is simply improved “ labour utilisation,” or in the 
current jargon “ re-deployment.” Re-equipment, though it is, of 
course, proceeding continuously, is going to take a long time, 
at the present rate of supply of machinery, before it greatly 
affects the output of the industry. Moreover, the deep-seated 
divergence of opinion, evident in the Working Party’s report, 
on the merits of wholesale scrapping of existing machinery still 
persists, Whatever opinions may be held about that problem, it 
is clear that, from the now all-important short-term point of 
view, it is only by the more effective use of the existing labour 
force working with the existing machinery that any significant 
increase in output.can be achieved. ; 

There is no room for doubt that, by better use of labour, by 
the elimination of the wasteful and obstructive practices on 
which the trade unions insist and by more scientific methods of 
assessing “ work loads,” coupled with minor improvements to 
machinery, a large increase in output could be obtained. One 


249 
firm of industrial consultants claims that the mills it has advised 
have achieved an average increase in output exceeding §0 per 
cent without imposing increased strain on the workers. It is 
not necessary to subscribe to that or any other exact figure of 
possible economies, nor to “accept at their face value all the 
claims of the industrial consultants, to be convinced that “ re- 
deployment ” could save the Lancashire cotton industry and 
that, at this moment, nothing else can. “There is reason to 
believe that the British Cotton Industry Research Association 
(Shirley Institute), which has done some work on the problem, 
and also the Cotton Board both hold that conviction. The 
Cotton Board is about to switch the proved proselytising power 
of its Recruitment and Training Department to“ selling ” the 
policy of “ re-deployment” to the industry, and particularly t 
the trade unions. The department will organise exhibitions and 
experimental mills and apply other methods of propaganda in 
an attempt to overcome the resistance which still exists, notably 
among some of the older trade union leaders, to reforms which 
would benefit employees at least as much as employers. An 
essential element in the whole problem is the adjustment of the 
obsolete wage lists to modern conditions. 


The final attempt to do that must await the report of the 
Moclwyn Hughes Committee on weavers’ wages. When thai 
report has been received it ought at last to be possible, with 
the spur of the national emergency to supplement common 
sense, to overcome the barriers of prejudice, outworn suspicion 
and sheer inertia, and produce a system for working the Lanca- 
shire mills and paying the workers which will liberate the 
industry’s full productive capacity. There is surely ground for 
hope in the very fact that present output is so considerably 
below that which could be obtained under more rational 
conditions. 

There is also scope for hopefulmess on another score. An 
old industry like cotton cannot be expected to accomplish sensa- 
tional advances either in its technique or in its products. The 
Lancashire industry, however, is not standing still. It can claim 
noteworthy technical progress in certain directions. It is pro- 
ducing cotton cloths in advance of anything previously achieved 
in design and finish, including women’s dress fabrics possessing 
all the appearance and dignity of pure silk. The most notable 
of the new fabrics are perhaps the so-called “yentile fabrics,” 
which were developed out of wartime ¢xperience ; these have 
the waterproof qualities of impregnated materials (though they 
are not “ proofed”) without the defect of being impervious to 
air as well. There ought to be a bright future for ventile 
fabrics. But at present production of these fabrics is small, for 
it amounted to about 600,000 yards last year. 


Yet it has proceeded far enough to warrant the formation of a 
“ Ventile Fabrics Association of Great Britain” with the object 
of maintaining quality and registering trade marks throughout 
the world. The membership of the Association includes such 
well-known public companies as Amalgamated Cotton Mills, 
Combined Egyptian Mills, Crosses and Heaton, Fine Spinners, 
Horrockses, Crewdson, Joshua Hoyle, Bradford Dyers and 
Bleachers’ Association. Ventile fabrics are made of very fine 
counts of cotton in which Lancashire still leads the world, and 
the belief is held that few, if any, other countries are as yet in 
a position to compete with her in their production. So many 
obituaries have been written about Lancashire cotton that it is 
encouraging to have this reminder that the industry cam still 
play a part in pioneer industrial development. Lancashire 
might be in thriving health if its blood-stream of labour had 
not been so ruthlessly tapped during the war. But at least 
there are signs of convalescence. Each month brings a few more 
red corpuscles into work, The doctors are busy with every 
device of occupational therapy. And the most encouraging sign 
of all is that the patient itself seems to be looking up. 








August 


August is the popular holiday month—it opens with 
Bank Holiday weekend, and a Bank Holiday means a 


holiday for all. Yet as we journey to escape the prosaic 


world of affairs the services which a great bank affords 
are ready to meet the leisure mood. Money can be 
available wherever we may go; our instructions for 
regular payments must be met even in absence, and it 
is reassuring to know that precious smaller possessions 
can be left with the bank for safe custody. Before going 
on holiday, it is wise to consider whether you are 
making the fullest use of all the services which this 
modern bank affords. 


MIDLAND BANK LIMITED 
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The Acid Test 


Every schoolboy remembers that acids turn blue 
litmus paper red, while alkalis turn red litmus 
blue. But ‘acid’ and ‘alkali’ are not precise 
words like ‘circular’ and ‘square’. Of two 
liquids, one may be much more acid than the 
other. It is often important to know exactly how 
acid or alkaline a given liquid is, particularly in 
canning, brewing, paper-making, sewage- 
disposal and leather manufacture. Indeed, in 
all branches of pure and applied chemistry one 
of the commonest methods of test and control is 
the estimation of what is known as hydrogen-ion 
concentration. Litmus still has its uses, but the 
modern chemist is able to get far more precise 
information by means of a whole range of dyes, 
which change colour dramatically at different 
hydrogen-ion concentrations. When liquids are 
too intense in colour, however, or have other 
properties which interfere with the colour 
changes, a pH-meter is used (pH is the symbol 
for hydrogen-ion concentration). This apparatus 
is illustrated above. It measures the electro- 
motive force between the solution under test and 
a standard glass electrode, and gives results of 
great accuracy. ‘The pH-meter 

is another of the tools which 

enable the research chemist and 

the British chemical industry 

to place the resources of Nature 

at the disposal of the Nation. 
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~ Business Notes 


Crisis Reactions 


The Stock Exchange on Thursday’ was ih two minds about 
Mr Attlee’s speech of the previous day. Evidently, its first im- 
pressions were that the Government’s proposals to meet the 
economic crisis would be insufficient to stem the inflationary 
trend—that a cut here and a new target there made a small 
difference to the basic problems of the British economy. But, 
having marked industrials slightly higher at. the opening, the 
market reminded itself that Mr Dalton and Sir Stafford Cripps 
had still to speak, and relapsed into caution. In advance of Mr 
Dalton’s speech, the gilt-edged market was almost. frozen into 
impassivity, and made no attempt at further adjustment between 
long and short dated issues. 

In the equity, market, the recovery at the end of last week 
became distinctly selective, and was mainly concentrated upon 
steel and textile shares—the former being assisted by the thought 
that the Government would be less willing to risk any interrup- 
tion of supplies during the next year or two by pursuing its 
campaign of nationalisation, Apart from these minor changes— 
and their slight extent compared with the last week or two is well 
illustrated in the table of security prices and yields on page 258, 
there has been no decisive response to the debate as yet. Perhaps 
on further consideration of the food cuts from hard currency areas 
(which, as a later note shows, are indeed important) and of the 
restrictions to be imposed on public and private investment pro- 
grammes the decision whether the programme represents merely 
another instalment of austerity and exhortation, or whether it will 
provide the much-needed corrective shock for an over-inflated 
economy, will be clearer. On these points, Mr Dalton’s speech, 
with its indication of the possibility of an Autumn Budget (which 
might be needed in the “wider sense”) and the reconsideration 
and rephrasing of the capital programme, suggest that the lesson 
of inflationary evil is being learned, slowly and painfully. And 
his explanation of the fall in gilt-edged (“for sentimental and not 
technical reasons ”) suggests that the song in the Chancellor’s heart 
has now turned to whistling to keep up his courage. 

At the moment, however, the equity market is not unduly 
impressed by the Government’s measures—which means, on 
balance, that the chances of a partial recovery on the prospect of 
further inflation are probably higher than those of a further fall 
in prices which would be entailed by a more conscious anti- 
inflation policy, Cuts in film remittances to one-quarter, a £4 
million saving in petrol, and the reduction in the foreign travel 
allowance from £75 a year to £35 for 14 months—these steps 
may be in the right direction. But they look only a degree more 
serious than those announced at the beginning of July, and on 
those, it may be remembered, equities staged a useful though only 
temporary rally. 


* * * 


The Government’s Manpower Plans 


Both employers and trade union representatives have given 
their general support to the Government’s plans for dealing with 
the labour and industrial situation. A series of hurriedly sum- 
moned special conferences culminated in the acceptance by the 
Ministry of Labour’s National Joint Advisory Council on Wed- 
nesday of the principle of the proposals, although the details have 
yet to be worked out by the smaller, more compact Joint Con- 
sultative Committee. ‘The procedure is very reminiscent of 
the hectic days of May 1940, when the plans for the total 
mobilisation of manpower were hastily formulated with the 
approval of the representatives of the two sides of industry. It 
remains for the workers to show the same sense of urgency as 
they did at the time of Dunkirk. 

The chief points which have yet to be settled are the lengthening 
of working hours and the scope and application of the Control 
of Engagement Order. It seems likely that by the autumn, over- 
time working will become the rule rather than the exception, 
throughout indstry, although its introduction will be on a 
“ staggered ” basis. Thus, in the first instance the longer working 
week will apply to the obvious cases of coal and cotton spin- 
ning, and to the industries producing power and power equip- 
ment, mining and agricultural machinery and transport equipment. 
As and when they are assured of sufficient supplies of power and 
materials, manufacturing industries shoiild follow suit. Arrange- 
ments for overtime, which is the most direct and obvious method 


of increasing production, will have to be negotiated quickly if 
the new production drive is to get a good start before the 
winter, 

The effect of the Control of Engagement Order in achieving 
the required redistribution of manpower is more dubious, This 
Order differs from. the Essential Work. Order in that it does not 
freeze a worker in his job, but ties him to a particular industry 
by creating a ring fence round it. Since the offer or acceptance 
of industrial vacancies will have to be put through an Employment 
Exchange, the Ministry of Labour should—in theory at any rate 
—have power to steer into the desired channels, workers who 
are unemployed or who are made “ redundant” by the reduction 
in supplies of materials and supplies to less-essential industries. 
With the sanction of direction of labour in the background, the 
Order may be effective in maintaining the labour force of vital 
industries, It is more doubtful how far unwilling and unwanted 
workers will benefit production. The sanction of direction is 
preferred to what is perhaps the more straightforward one of 
withholding unemployment benefit. 

If the situation were not so serious, some light relief might be 
derived from the fact that the TUC, whose pressure was mainly 
responsible for what is now generally admitted to have been a 
premature relaxation of labour controls, is now outvying the 
Government in supporting a policy of direction, should the 
proposed methods under the extension of the Control of Engage- 
ment Order prove ineffective or insufficient. It will be interest- 
ing to see whether, equally late in the day, the unions respond 
to the Prime Minister’s appeal to refrain from pressing for in- 
creased wages. A similar appeal in the White Paper made sin- 
gularly little difference to the presentation of claims for more 
wages and shorter hours. It is not yet clear whether the policy, 
edopted at Margate, of wage improvements and special incentives 
for the undermanned industries will be continued side by side 
with the labour controls. Ar first sight it would seem that the 
viewpoint of Mr Arthur Deakin, in favour of direction and 
against incentives, has won the day. At the same time, it is surely 
significant that the policy of differentia] rationing, so long and so 
bitterly resisted by the TUC, is now contemplated if a reduction 
in basic rations becomes inevitable. 


* * * 


New Targets for Coal and Steel 


“ Our aim,” said Mr Attlee, speaking of coal production in 
the economic debate on Wednesday, “ is an average weekly: cutput 
from September 1, 1947, to April 30, 1948, of at least four million 
tons of deep-mined coal” and “as much opencast coal as we can 
get.” This target for deep-mined coal plus a slight increase in 
the rate of production of open-cast coal would give a weekly 
output of between 4.2 million and 4.3 million tons a week—an 
annual rate of, say, 210 million or 215 million tons. This revised 
target thus gives a margin of 10 million to 15 million tons a year 
over the 200 million tons. target which was written into the 
Economic Survey last February. 

But if an annual rate of production of say, 210 million tons is 
to be achieved over the winter period, in the face of transport 
difficulties both for the miners and for the coal they raise, produc- 
tion will have to be stepped up quickly. The best prospect that is 
suggested by current production trends is a rate of between 195 
million and 200 million tons by the closing months of this year, 
and this cannot be transformed into a annual rate of 210 million 
tons for the six months period ending in April without an almost 
superhuman effort. The means available for calling forth that 
effort, apart from a suddenly intensified sense of responsibility 
to the community by the miners, are not convincing. On paper, 
an additional half-an-hour a day down the mines, which is the 
only practical concession the Prime Minister has so far obtained 
from the miners, could raise the annual rate of output by 12 
million to 14 million tons. But the problem is wider than a 
simple proportion sum, for before full advantage can be taken 
of an extra half-hour, major changes would have to be made in the 
miners’ task work at the collieries, which will take time to arrange. 
Although it did not lie im the Government’s mouth to 
suggest it, perhaps the miners may prefer to work a Saturday 
morning shift, rather than an extra half-hour a day, in order to 
avoid such an arrangement of task work. Some 250,000 tons 





could be produced by a Saturday shift, which would give the 
same target increase of 12} million tons annually. Apart from 
the longer working day (if not a longer working week) increased 
output must depend on reduced absenteeism. and increased 
recruitment. 

Without sufficient coal, the steel target of 14 million tons set 
by the Prime Minister is meaningless. Given the coal, an output 
of 14 million tons in 1948 is practicable. But everything hangs 
en coal, Four months ago steel workers accepted in principle a 
48-hour week in the melting furnaces, but owing to the coal 
shortage it has not always been possible to provide 48 hours’ work 
for them. Increased resort to oil firing will assist the industry to 
aim at this target. More important, however, is the urgent 
necessity to increase iron production at the blast furnaces, for 
pig iron stocks have been seriously depleted, and supplies 
of coking coal are still insufficient and spasmodic. 


* * x 


Dollar Food Cuts 


Cuts in food purchases from hard currency areas had been 
widely expected, particularly as the rapid rise in food prices in 
these countries, coupled with a fringe of luxury purchases, has con- 
tributed to the increasing cost of British imports and the evapora- 
tion of the American loan. Mr Attlee put the hard currency 
saving on food at £144 million a year, but gave no details of the 
cuts which are contemplated. A large part of the British basic 
ration has to be met by supplies from the United States, Canada 
and Argentina, but during the past 18 months quite appreciable 
quantities of less essential foodstuffs have also been purchased 
from these sources. In the table below an attempt has been made 
to compute the possible hard currency savings by cutting the less- 
essential food imports. Pigmeat, eggs in shell and dried, pro- 
cessed milk, fresh fruit and vegetables, canned fish, luxury meats 
and various other items such as preserved fruit and vegetables, 
have beén classed as dispensable. In addition, cheese from the 
United States has been included in the list on the ground that the 
70,000 tons imported into Britain last year could be replaced by 
increased supplies from Australia and New Zealand. 


British Foop Imports From Harp CurrENcy Countries—1946 
(excluding items in the basic ration, apart from bacon) 
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{mn. mn. {mn. 

PRE sicivcn ce ceest s0kncentocen 4-8 *8 3-6 
CROCS ow ccc cce ccc ceeesoccocteccss 8-8 eee 
Eggs (shell and dried)...........++06 25-4 3 
Milk, processed ........ccccescsvcee 7-6 “0 
Fruit and vegetables.............+.. 0-9 “7 
UK oniny cabbme sbage cee beabedhed ee 2-7 “4 
Other foodsla) . .casecccssveccvcsvce 7-5 6 
Total Saving. .....+2seecseces 57-7 8 


GTi etatlccaresienpenengnenmpetmepnitinmmnmeesniimmmnnatats 
(a) Includes tongues, extracts and essences, bladders, preserved fruit and vegetables, 
oeverages, cakes and food preparations. 


The total dollar saving, on this severe import programme, 
measured by the cost of such imports in 1946, would be some 
£100 million a year—or allowing for a 20 per cent increase in 
prices, £120 million. Strictly speaking a further £5,000,000 should 
be added to this total for possible food cuts from South 
Africa, which although not by definition a hard currency country, 
should in practical effect be included among their number. Thus 
there is still a gap of £19-24 million before the official targer of 
£144 million is reached, which will. have to be covered by a 
reduction in basic rations from these sources. Grain supplies 
could not be reduced without drastically affecting the bread ration 
and feeding stuffs to livestock ; the remaining dairy imports from 
these three hard currency countries totalled only £8,500,000 in 
1946. Hence the reduction must fall largely on meat supplies 
which last year totalled £453 million from the three leading hard 
currency suppliers. These would have to be cut by 50 per cent 
—equivalent to more than a 20.per cent reduction in Britain’s 
total annual imports of meat. British meat stocks at the end 
of June were estimated to be 100,000 tons or a little over three 
weeks’ supply. The prospects of replacing these cuts in dollar 
supplies by increased purchases from soft curency areas must be 
regarded as small. 


* * * 


Is the Export Target Possible ? 


Tt requires the eye of faith to discerr: any chance of reaching 
the already postponed export target of 140 per cent of the 1938 
volume by the end of next June, and only blind optimism can 


DEVELOPMENT OF BRITISH EXPORTS 
Volume Indices (1938= 100) 
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Raw materials ...... | 9s 7 | % 3 3-3 29 s1 s 

Manufactures....... 9 | 10 | 17 | 196 | 72-8) ata | 27-5 Te 
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afford belief that the new end-year target for 1948 of 160 per cent 
has any realistic basis. Indeed, Sir Stafford Cripps recently used 
words which almost suggested that the sellers’ market had ended. 
But already conditions in overseas markets are much more difficuk 
than they were a year ago. The accompanying table clearly shows 
how radical the new measures must be, if the export targets are to 
be attained. The volume of exports expanded from 84 per 
cent of the 1938 level in the first quarter of 1946 to I11 per cemt 
in the fourth quarter. Four industrial groups have borne the 
burden of the export drive—machinery, vehicles, electrical goods, 
cutlery and hardware—supported to a smaller extent by pottery, 
apparel, footwear and rubber manufactures. Shipments of iron 
and steel, non-ferrous metals, rayon and their manufactures, 
although well above their pre-war level, did not maintain theit 
initial expansion in the second half of the year. Exports of cottons 
and woollens declined during the first two quarters but recovered 
in the subsequent period, although by the end of the year their 
volume was below that for 1938, cottons being only 43 per cent 
and woollens 89 per cent. 
Exports in 1947 have, of course, been seriously affected by the 
winter fuel crisis, and by raw material shortages. The volume 
index at the end of June stood at 102, and judging from last year's 
experience, a rise appreciably above 115 by the end of 1947 would 
on general grounds seem quite improbable. But an analysis of 
individual groups during the second quarter of the current year is 
frankly alarming. Not one single group—with perhaps the unreal 
exception of machinery whose exports are only now showing its 
effects—has recovered from last winter’s fuel shortage and only 
iron and steel exports have reached the volume attained in the last 
quarter of 1946, when they were already affected by a lack. of coal 
Only two industries expanded their exports, and then only slighty, 
during the first three months of 1947—machinery and rayon} 
machinery has since declined slightly and rayon quite perceptibly. 
The volume of cotton exports during the second quarter remai 
Stationary below their end-1946 level ; they are still well under 
half of the 1938 figure. Iron and steel, non-ferrous metal manl- 


facturers, cutlery and vehicles have all expanded their physical | 


exports compared with the first quarter, but have not yet made 
up the leeway lost during the February shut-down. Electrical 
goods showed no significant change, while chemicals, vole 
apparel, pottery, footwear and rubber manufactures—in order 
export importance—have all declined considerably. | 
If the new export targets are to be achieved, a mere diversion 
of supplies from home to overseas markets will not suffice. Output 


of all the major exporting industries will have to expand appredi- 


a oe means increased supplies of fuel, raw materials 


* * * oh 


Survey of Imports 


Since the beginning of 1946 total imports have been rising 
steadily by value, except for a minor set-back in the first quarter 
of 1947. In both the last quarter of 1946 and the second quarter 
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of 1947, import values have jumped upwards quite disproportion- 
ately to volume. Retained imports Seciepeilivhantnienne reached 
77 per cent of the 1938 volume. Food, drink, and tobacco have con- 
sistently accounted for half of the total value, and:the uninter- 
rupted rise of this group throughout the past 18 months reflects 
more the rise in world, and particularly in dollar, food prices 
rather than any substantial increase in quantities. 


British Imports 
(monthly averages) 
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The increase in raw material imports has been quite modest 
until recently. As import prices for raw materials are on average 
170 per cent above their 1938 level, it is evident that arrivals are 
far from commensurate with pre-war imports—except perhaps for 
rubber and more recently whale oil. 

Substantial cuts in imports cannot be made without jeopardising 
industrial output; hence the balancing of the external trade 
accounts must depend on an expansion of exports. A movement 
of the terms of trade in favour of the United Kingdom would 
bring considerable relief, but there are no reliable indications of 
it. Indeed, there are signs they are moving in the opposite direc- 
tion, for costs of imports have been rising more rapidly than the 
average price of British exports. 


* * x 


Deteriorating Terms of Trade 


Under the pressure of rising import prices, the British terms 
of trade have become progressively worse. In June, prices for 
imported goods rose by 1} per cent compared with a 1 per cent 
increase in export prices. In both cases the rise was less than in 
the previous month, but it is significant that import prices are still 
rising more rapidly than export prices. Among the imported goods, 
the biggest rise (2 per cent) occurred in the prices of manufactured 
articles, which play a comparatively sma!) part in the British im- 
port programme, but food, drink and tobacco increased by 14 per 
cent—the same as in May—and raw materials by 1 per cent— 
though this was much smaller than in either of the two previous 
months. 

The main rise in export prices-occurred in raw materials, which 
were 2 per cent higher; but they, unfortunately, are the least 
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important, owing to the cessation of coal exports. Manufactured 
goods, on which the export drive depends, showed only a small 
rise ; textiles remained stationary at 301 (1938= 100), while the 
prices of metal goods increased by 14 per cent. The following 
table shows the trend in import and export prices over the last 
four months: 


INDICES oF IMPORT AND EXPoRT PRICES (1938 = 100) 
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The development of relative import and export prices over the 
past 15 months, indeed, shows a dangerous trend. When calculated 
on the basis of a three months’ moving average to even out 
fluctuations, import prices show an increasingly upward tendency 
since the beginning of 1947, and raw materials import prices have 
risen even more steeply. Export prices have been rising slowly, 
but at a fairly constant rate throughout the period, though there 
has recently been some tendency for the curve to flatten out. 
One of Britain’s major hopes in bringing the balance of. payments 
into equilibrium has been for an improvement in the terms of 
trade—that is, the ability to export ‘a smaller quantum of manu- 


'factures to secure a given quantum of imported foodstuffs and 


raw matetials. But even if the prices of both imported foodstuffs 
and raw materials tend first to be stabilised and then to fall, the 
relief will be illusory if by then the world seller’s market has 
already swung in favour of buyers. And even on the most 
optimistic assumptions, a substantial increase in the’ physical 
volume of British exports will still be required to bring the ex- 
ternal account into balance. The recent trend of export prices 
suggests that we may make the worst of both worlds—by selling 
exports too cheaply relatively to imports during the period of post- 
war scarcity and by trying to sell them too dearly after the 
exuberance of the seller’s market is over. 


* * * 


The Scarce Currency Clause 


Messages from Washington have suggested that a way out 
of the gathering dollar crisis would be an invocation of Article 7 
of the International Monetary Fund agreement. Under this 
article a currency in which the Fund finds that “a general 
scarcity is developing,” can be declared “ scarce,” thus opening 
the door to any discriminatory treatment against the country in 
question. The idea would be to declare the dollar scarce at this 
moment, a step which would nullify the non-discrimination clause 
of the Anglo-American loan agreement and which furthermore 
would allow restrictions in current payments to the United States 
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—in particular, a suspension of convertibility of other currencies 


into dollars. The suggestion holds the vision of an attractive 
short cut to all kinds of remedial measures for present difficulties. 

It must, however, be admitted that it could only be taken by 
virtue of an extremely clastic interpretation of the articles of 
agreement of the Fund. Whatever may be happening to the 
supply of dollars in the world outside the United States, it 1s 
all too evident that the dollars in the hands of the Fund have 
scarcely been touched. The whole gist of Article 7 of the IMF 
agreement and of the measures by which it proposes to restore the 
Fund’s holding of a scarce currency carries the clear indication 
that “scarcity” in the context of this agreement means scarcity 
of dollars in the hands of the Fund. These dollars amount to 
some $2,750 million, while in addition the Fund holds gold 
which could be offered for sale to the US Treasury in order to 
replenish the Fund’s supply of dollars. 

Even if every other member drew its full permissible quota 
in terms of dollars the supply of these, allowing for their re- 
plenishment by sales of gold, would last rather more than two 
years. On the strict interpretation of the Fund agreement, there- 
fore, this particular remedy does not cazry the promise of suffi- 
ciently rapid operation. Meanwhile, there remains the surprising 
contrast between the growing shortage of dollars in the world 
and the absence of purchases from the Fund. It is clear that 
that institution is conceiving itself more and more as a fair 
weather mechanism and that member countries have been left 


‘ in no doubr by the management that if they do not wish to court 


rebuff they had better not approach the Fund for assistance at 


the present juncture. This was hardly the policy for which Lord 
Keynes laboured. 


® ® © 


Cotton Purchasing Policy 


Stocks of raw cotton in the United Kingdom have been built 
up over recent months from 389,000 tons at the end of 1946 to 
a peak of 446,000 tons at the end of last April. These figures are 
substantially above the wartime and even the prewar levels ; 
stocks at the end of 1938 were only 311,000 tons. In May, stocks 
declined slightly to 443,000 tons, and it is thought that this down- 
ward trend has been continued during June at an approximately 
similar rate. Average weekly consumption for all purposes in 1946 
was 7,250 tons ; in the current year, the fuel crisis has reduced 
this figure to between 6,500 and 6,750 tons. There is thus some 
14-16 months’ stock in this country, which includes all raw cotton 
held by the Cotton Control, cotton spinners and other consumers 
and an estimated weight for ‘quantities of raw cotton unloading 
at the ports and in transit. 

The Government is therefore well able to contemplate the 
postponement of further purchases for at least six months. It 
will be an interesting test case to sze what -effect Britain’s 
abstention from the world cotton market will have on prices. But 
the saving of dollars will not be very large as the Cotton Control 
has for some months been buying larger quantities of cotton from 
non-American sources—including Brazilian and even some Rus- 
sian supplies. Nevertheless over any long period, Britain would 
have to become once more a customer of the United States, 
unless other producers of American type cotton can be encouraged 
to expand their output substantially. If postponment of purchases 
should, in fact, lead to a fall in American prices, will this mean 
that British spinners a few months hence will be paying more 
for raw cotton than their overseas competitors? And if the re- 
covery of cotton exports, from which so much is expected, en- 
courages an expanding rate of production in Lancashire, care will 
have to be exercised lest raw cotton stocks, like those of many 
industrial raw materials, are run down below the safety margin. 


* * x 


Increased Railway Charges 


The announcement by the Minister of Transport in the 
House of Commons last Tuesday—one day before the Transport 
Act was placed on the Statute Book—that rail charges are to be 
increased from October Ist next from an average of 28 per cent 
over prewar to §5 per cent was no surprise. Indeed, it has been 
apparent since last winter that unless there was to be a sub- 
stantial deficit on the control net revenue account this year, which 
would have 10 be met by the Exchequer, an early increase was 
essential. The true position was originally confused by the 
Charges Consultative Committee, who reported on November 15, 
1946, that they estimated the deficiency in 1947 at about {£9 
million, whereas the evidence they had from the railways put it 
at rather more than twice that amount. However, Mr. Nicholas 
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Kaldor, giving evidence “solely as an economist” on 
the National Coal Board, then estimated that the gross - 
from passengers and freight would not be less than £322, 
and might reach £339,023,000, compared with the railway 
of £306,240,000. Mr Robert Shone, the economic director g 
British Iron and Steel Federation, confirmed Mr Kaldor’s yiey 
and Mr A. W. White, “a chartered accountant with kn 
perience in railway accounts,” thought the figure woul " 
£330,000,000. ie 
By March of this year, however, it became evident that q 
optimistic forecasts were very wide of the mark, and they 
deficiency was then put at £32 million, due in part to the f 
crisis. Now the Minister has disclosed that the deficiency wij 
be £37 million, to which must be added £22 million for the 
higher wages and shorter hours recently conceded, Even when 
charges are raised to $5 per cent above pre-war from tot 
next, there will be a deficiency of £43} million this year qo 
met by the Exchequer. The main reason for such a large sha 
age is that the increased charges will only operate for three mon} 
of 1947. It is thus a case of bad estimating in the first instame 
and belated action since; at least one-third of this deficier 
which the taxpayers will have to meet could have been avoids 
The Minister’s decision to remove the existing different 0 
the different types of traffic—broadly speaking, passenger fate 
are 33} per cent above prewar and freight rates 25 per cent 
above—and to equaljse the increase of $5 cent above pr 
is clearly sound in principle, and although there might be 
doubt about its appropriateness in the present economic @ 
on the whole it is not open to criticism. As a general prin 
transport charges should be based on transport considerations, 
and there should be no subsidy of one type of traffic by ! 
for other reasons, The prospect for 1948 shows an 
deficiency of £65 million, compared with the annual rental 
ments—which, of course, ceases at the end of this year—and 
yield from the increased charges will produce roughly this sm 
Thus the Transport Commission will take over on January. 
next with a healthier prospect of earning a net revenue 
million or so from its railway operations than seemed pos 
before these increases were announced. There are, : 
many special intangibles about next year, and it is unlikely tha 
even the most expert forecasting will anticipate them. 
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* * * 


A European Exchange Plan? 


It has not taken long for the European Economic Conference 
in Paris to stumble on one of the main obstacles to European 
recovery, to which no recognition was given in the initial pha 
of the discussions. This is the problem of the wide disparities 
in price and cost structures in Europe. Expressed in another w 
it is the artificiality of the present rates of exchange of mia 
participating countries. The question was first acknowledged | I 
approached by the decision to include among the questi 
to the participating countries one dealing with the balance. 
payments, In framing answers to this, it would be difficult 
the extreme to avoid reference to obvious discrepancies in mM 
external valuation of various European currencies, for these Git 
crepancies must play a very prominent part in perpetuating the 
prevailing balance of payments difficulties. test 

The subject has now been brought more clearly into the Mia 
light by a proposal sponsored by the “ Benelux” delegatio 
which suggests partial inter-convertibility of the currencies of 
the 16 participating nations. Needless to say, the scheme cleanly » 
recognises that one of the conditions of its introduction and SUC 
cessful operation must be that each country should take tt - 
necessary measures to stabilise its domestic financial condimom 
and to adjust the value of its currency in the exchange markels 
to a figure bearing a realistic relationship to its purchasing pow 
parity. One country, Italy, has done something in this to 
by devaluing the lira. But this is only one half, and the ¢ 
half, of the task. The financial rehabilitation has yet tc come, 

A scheme for European inter-convertibility would have much ® 
commend it. It would extend the principle on which the a 
creasing multilateral availability of sterling has been developee — 
through the operation of transferable sterling accounts. TH — 
scheme would be fully compatible with the Bretton Woods ag 
ments and could, at the appropriate moment, be dovetailed i 
the wider convertibility propounded in those agreements. Betom — 
convertibility could be made complete and effective in terms y 
US dollars, additional dollar resources would, of course, b 
to be made available from the United States—cither collectiv 
or individually to each participating country. But the most 
portant condition for the establishment of such a scheme mum 
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Catarole 


PROCESS 


Petrochemicals Ltd. announce that their plant is expected to 
commence operations in mid-1948 . Production will include: 


PURE GRADE and NITRATION GRADE BENZENE and TOLUENE 
3° c. and 6° c. XYLENES P 


ALKYL BENZENES (heavy naphtha) 


PURIFIED WHITE NAPHTHALENE 

METHYL, DIMETHYL and TRIMETHYL NAPHTHALENES 

High Purity: ANTHRACENE - PHENANTHRENE + PYRENE 
CHRYSENE - ACENAPHTHENE + FLUORENE 

PITCH FOR ELECTRODE COKE 

ETHYLENE and ETHYLENE DERIVATIVES and INTERMEDIATES, including: 
ETHYLENE CHLORHYDRIN (ANHYDROUS) + ETHYLENE 
OXIDE + ETHYLENE GLYCOL - ETHYLCHLORIDE 
ETHYLENE DICHLORIDE 

PROPYLENE and PROPYLENE DERIVATIVES and INTERMEDIATES, including: 
ISOPROPYL ALCOHOL and ACETONE 


BUTADIENE, BUTENES and DERIVATIVES 





Contracts may be negotiated now, Enquiries should be addressed tos 


PETROCHEMICALS LIMITED 


ADELAIDE HOUSE: LONDON BRIDGE: LONDON, E.C.4 
TELEPHONE: AVENUE 4794 +* TELEGRAMS: PETRIS4LS; BILGATE, “LONDON 
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ANNOUNCING— 
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7 THE PARKER PEN COMPANY have pleasure 
in announcing that the incomparable 
Parker “51” will be on sale in the 
Autumn, If you wish to possess this, the 
most coveted pen in the world, tell your 
Parker retailer. 

ITS UNIQUE NIB OF TUBULAR GOLD, 
hooded against dirt and damage, gives 
years of jewel-smooth writing. 


PLUS PURCHASB 
PRICE 62/6 TAX 13/11 


THE PARKER PEN COMPANY LTD., BUSH HOUSE, LONDON, W.C.2 





Not a scratch on her coachwork. 


New? Why, she’s ten years old! 


That's KARPOL for you! 


Cleans as it polishes 





the 


standard 





by which 


all tyres are judged 
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To those who are struggling to moderate their smoking, we 


suggest that the transition can be made smooth and pleasur- 
able by a change to Rothmans Pall Mall de Luxe—a 
delectable blend, too good for chain smoking. 


Rothman of Pall Mall, 


THE BEST-KNOWN TOBACCONIST 
IN THE WORLD 
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be the fram:ng of the relatively stable financial setting, in which 
alone it could operate. This would imply a reversal of the 
inflationary policies that are now being pursued in a number of 
participating countries, and the abandonment of the artificial 
pegging of the currencies concerned. This would help to close 
those yawning holes through which gold and foreign currency 
reserves are how pouring. For this reason the “ Benelux ” scheme 
would, in the first instance, be intended only to cover the countries 
which are in reasonably stable financial conditions, namely Britain 
the “Benelux” group itself and the Scandinavian block. If 
Britain should be forced to abandon full convertibility of sterling, 
inter-European convert:bility with due safeguards, might provide 
a useful hedge. 
* * * 


Bank Investments in July 


The London clearing bank figures for July show virtually no 
net change in the total volume of banking credit outstanding. 
Deposits have risen by £14,334,000, but since cheques in course 
of collection and transit items have fallen by £16,289,000 the total 
of true deposits is substantially unchanged over the month. This 
stability is the product of a number of divergent movements. 
The most important of these is a fall of over £47 million in 
Treasury deposit receipts and a rise of £27,776,000 in bills dis- 
counted. Money at call and short notice has fallen by £8,677,000. 

At first sight it may appear a surprising movement, given the 
extent to which the discount market is believed to have bought 
short bonds in recent weeks. In this connection, however, it 
should be realised that the greater part of the market’s bond 
money comes from lenders other than the clearing banks. The 
most interesting move in the July returns is their revelation of 
a rise of £9,231,000 in investments, a movement which confirms 
the widespread belief that the banks have offered moderate support 
to the gilt-edged market in the recent decline. Advances con- 
tinued their steady expansion, and at £1,129,103,000 they are 
about £9,713,000 higher on the month and more than {£250 
million higher than a year ago. 


x * x 


New Companies Act Timetable 


Section 119 provides that the Companies’ Act which received the 
Royal Assent on Wednesday, is to come into force on such day as 
the Board of Trade may appoint, and that different days may be 
appointed for different parts of the Act. The Lord Chancellor on 
Tuesday gave some indication of the Government’s intended time- 
table for introducing the changes. It is intended first to bring into 
force without delay the concessions and alleviations—such, for 
example, as that relating to the disclosure by directors of their 
previous nationality or previous names. Secondly, the Government 
will bring into force as soon as possible the provisions which place 
duties on the Board of Trade rather than upon the business 
community ; obvious examples of such provisions are the new 
powers governing investigations into the affairs of companies and 
share ownership. 

On the question of accounts, on which the governing provisions 
are largely self-contained in the Act, the Government rightly 
stresses the great importance of making them operative as soon 
as possible. On the other hand, they cannot be put into opera- 
tion without giving due notice to the business community and 
the Lord Chancellor has suggested that not less than six months 
would be given. There remains finally the enforcement of detailed 
provisions in the Act which will if possible be deferred until the 
new Act is consolidated with the old, a step which the Govern- 
ment hopes to take during the next Session. But consideration 
will be given to any requests to bring into operation at an earlier 
date any provisions which are likely to be helpful to the business 
community and the Government has reserved the right to bring 
into force any particular provisions that appear to be necessary 
in the national interest. 


* x * 


Difficulties for British Car Exports 


The production of both motor cars and commercial vehicles 
achieved record post-war levels in June. Private car production 
reached 29,268 units and commercial vehicles 14,826. As the 
accompanying table shows, these results are above the pre-war 
monthly average production of 28,417 and 8,667 respectively— 
indeed commercial vehicles continue to forge ahead towards a 
100 per cent increase on the pre-war rate of output. These com- 
parisons, however, are in terms of averages ; if instead the pre-war 
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record output of 46,000 cars a month is used as a datum, the part 
played by shortage of materials in severely limiting production 
becomes much more evident. 

Manufacture for export in June touched record levels both 
for private cars and for commercial vehicles. Private car produc- 
tion for export reached 13,750 units, about twice the 1938 level 
of production for export while commercia! vehicles produced for 
export were about four times as high. Actual exports of all 
vehicles by value over the six months January to June this year 


were about equally divided between the Empire and foreign 
countries. 


MonTHLY PRODUCTION OF PRIVATE CARS AND COMMERCIAL VEHICLES 








Private Cars Commercial Vehicles 
- For 

Total§ Home Total§ Home 

arket 
WIS. icsidincie 110 ot 7,662 
WES fA 28,417" Sia &,667* 

1947—Feb. ...... 9,921 §,517 5,792 4,223 

March 22,074 12,067 11,339 7,854 

April 24,230 12,858 12,320 8,556 

wee. cts 27,496 14,325 14,301 9,874 

i‘. Meee ' 29,268 15,508 | ' 14,826 & 10,203 


* Estimated. § Including vehicles for the Services. + Actual exports. 
Source: Monthly Digest of Statistics and The Society of Motor Manufacturers and Traders, 


The halcyon days in the export market, however, seem to be 
drawing to a close, and there are serious portents of sterner days 
ahead, Sweden, for instance, which tock no less than 19 per cent 
of all car exports to foreign countries last June has recently 
placed a temporary embargo on all vehicle imports from this 
country. But Sweden is only one example from a rapidly grow- 
ing list. Currency restrictions have now placed a barrier of 
temporary embargoes, licence restrictions or reduced quotas for 
exports of British cars to the following countries :— 

Argentine, Belgium, Chile, China, Czechoslovakia, Denmark, 
France, Greece, Holland, India, Norway, Peru, Spain, Syria, Lebanon, 
Turkey, Uruguay, Brazil, Ecuador and Mexico. 

Many of these restrictions have come into force since free con- 
vertibility of sterling became operative on July 15th and the list 
of countries, it must be feared, will lengthen further. 

These restrictions though they may be intended as temporary 
only, deal a severe blow at the car export trade. The Nuffeld 
organisation has already announced that £1,000,000 worth of ex- 
port orders have been cancelled because importers were short of 
sterling. But there are other complications—the British motor 
vehicle industry will now find it more difficult to build up its 
goodwill and trade connections in foreign markets in preparation 
for the day when new British export models become available 
and each week that passes brings the threat of acute Amecican 
competition nearer to reality. 


x * * 


Slow Recovery in Wool Textiles 


Production of wool tops was slightly affected by holidays 
in June, but the general trend of wool textile output since the first 
effects of the fuel crisis were surmounted has been one of steady, 
if unspectacular expansion. The trend, at least, is encouraging, 
for every yard of cloth or pound of yarn won this summer in the 
face of shortages of coal and labour is of real importance for the 
export drive. 

Employment in the industry in the first week in June was 
181,200, compared with 179,500 in April.and 166,400 last Sep- 
tember. These figures include clerical and part time workers, 
so that the full extent of the gap between the current labour force 
and the national target of 200,000 suggested by the Wool Working 
Party is not revealed by them. The increase, such as it is, seems 
to be fairly evenly spread over all sections of the industry, but 
after allowances for part time and clerical workers, there was a 
net increase between April and June of only 400 worsied spinning 
employees and 300 woollen spinning employees. This is scarcely 
a satisfactory rate of recruitment of spinning operatives. 

The accompanying table shows deliveries of wool yarn, fabrics 
and blankets for 1942, the first year for which figures are available, 
for 1946, for the fuel crisis month and for the latest mouth. Output 
in May in each case compares quite favourably with the produc- 
tion levels attained in the last quarter of 1946, but the fall in the 
production of tops in June to 4.43 million lb. compared with 4.74 
million Ib. in May, suggests that there may have been a slight. 
setback in woollen and worsted deliveries over the same period. 
The lion’s share of the recovery in production during the spring 
months has gone, as the table shows, to the home market, which 
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has been trying to make good the supply quotas which were lost 
in the winter. 


MontTuity AVERAGE Dettverixs or YARN AND Faprics . 


< > 1 
Govt. a ian® Export Total 

Worsted Yarn (mn. lb) :— 
SR ore ehnecaxtee ess 6-59 6-1 12-69 
DOOR cis. 0 4 Ga res ct | 1-82 9-35 0-97 12-4 
February, 1947 i 0-4 7-21 0-64 8-19 
Bay, :-AOST. cis cunsado>- 3 be 0-44 ; 423-75 0-82 13-01 

i | 

Woren Fabrics (mn. lin. yds.) -—~ | ! 
PUGET 6 ides cedenen Oe 6-18 10-93 2-58 19-69 
7 Spaemric a aera bp i | 489 13-22 | 3:49 | 18-60 
February, 1947 .....5...-.- | 0-44 959 | 325 13-28 
aes 2 as so sw bas aues 5 so 0-67 14-67 } 4°33 19-67 

Wool Blankets (mn. lin. yds.) — i 
BOGS OS? ew bdbs cbc ciosst's : 2-32 0-48 0-07 2-87 
OAR oan beret ees -« | 0-30 100 | On 1:40 
February, 1947 .... sade. 0-03 0-78 0-14 0-95 
May, 1947........ tuanass-} cps@O8 1:06 | O17 1:27 

| | 

* In the case of worsted yarn, this includes yarn for weaving cloth for export, In woven 
fabrics, it includes “ utility” goods, 

+ Year Sseptember- August. 


It is doubtful, however, whether this solicitude for the home 
consumer can continue much longer. Textiles are now urgently 
required for the export drive and increased exports must come 
either from increased production or reduced supplies for the 
home market—or both. Production is now enjoying the benefits 
of the increased summer coal allocation and a full electricity load. 
But in a few months the coal allocation will have to be revised, 
electricity cuts (of which Yorkshire had only limited experience 
last February) may be back again and the wool industry is par- 
ticularly badly placed, with its large female labour force, for 
working staggered hours, The inference to be drawn from these 
factors ought not to be lost on the home consumer. 


* * * 


Electricity Bill Final Stages 


After sitting all night on the further Lords amendments to 
the Transport Bill the House of Commons, to its great relief, 
disposed of the Lords amendments to the Electricity Bill with 
great despatch on Tuesday afternoon by concentrating on the two 
contentious amendments and accepting the rest. Of the two, the 
new clause which the House of Lords had proposed to allow 
an electricity halding company which has other assets not con- 
cerned with electricity distribution to be deemed a holding com- 
pany outside the provisions of the Bill, was a remarkable mixture 
of the ingenuous and ingenious, In principle such an escape 
clause for holding companies would be irreconcilable with the 
manifest intention of a Bill to nationalise the industry, and the 
arguments in favour of it were not strengthened by the revelation 
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that although some eleven holding companies appeared t¢ fy 
involved by the proposed clause their extraneous assets in ¢ 
case formed an insignificant proportion of their total holdings, 
But if the Government insisted on the rejection of this clause, 
Mr Shinwell showed himself willing to listen to the second con 
tentious Lords amendment which proposed to set up an electrigy 
appeal tribunal to examine the tariffs of area electricity 
and to hear representations from consumers. Mr Shinwell moy 
the rejection of this clause, but expressed his sympathy with the 
intentions behind it ; and he has undertaken to see if he can find 
a form of words which will allow the Minister to set up ap 
independent body of an advisory character to consider i 
tariffs if disagreement should emerge on electricity prices 
the Consultative Council (which has the duty under the 
watching consumers’ interests) and the Area Electricity 
and the Central Authority. 


The lack of any independent scrutiny of electricity changeh 
under the Bill has been a conspicuous weakness, and hitherto 
Mr Shinwell has refused to recognise that protection of the com 
sumers’ interest requires no less vigilance—and may requlaall 
good deal more—when pyblic utility services are nationalised, 
His twelfth-hour sympathy for this principle is welcome and the 
Bill should be the better for it. Its passage through Parliameng 
has been fairly calm, at least compared with the Transport Bill 
In part this may be due to a feeling that the nationalisation of 
electricity was in principle less controversial than transport; but 
the fact that it has not been jostled through Parliament by the use 
of the guillotine probably accounts for its calmer and mone 
effective consideration by the legislature. ae 


Ticity 


* * 


Gold Sales 


The Governor of the South African Reserve Bank, Mr De 
Kock, has within the last few days uttered a strong condemnation 
of dealings in gold at a premium, a trade of which South Afgica 
has not been wholly innocent despite the complete co-operation 
and goodwill of the big mining groups in selling their production 
to the authorities at the official price. Mr De Kock added that 
during the year to March 31st last the South African Reserve 
Bank had bought gold valued at £97,896,000, mainly from South 
African producers. As against this it had sold about £86 million- 
of gold to the Bank of England, about £56 million to the 
US Treasury and £6,500,000 to the Union Government to enable 
it wane its gold subscription to the International Bank and 
Fund. i 

There have been a few more repercussions to the IMF initia- 


tive in asking for a ban on operations in gold at more pe 
official prices, The United States are, apparently, about to amen 


the Gold Reserve Act of 1934 in order to prevent private exports 
(Continued on page 260) a 
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SECURITY PRICES AND YIELDS ou 
A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the totlowing compary: 
reports also appear in the Supplement : Patons and Baldwins; Tootal Broadhurst Lee; Barclay, Perkins; Cable and Wireless, _ 
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AT ARN IE REST ER aera 


The truth 
game 


ee Glad you like this sherry— 
it’s South African. 


It’s extremely good. I got 
some South ve wine the 
other day . 


I know. A sical ‘il but not. 


of this quality. 


Precisely, but why the dif- 
ference ? 


Weill, this is a truly representa- 
tive South African wine. You 
see, though the Cape has been 
for centuries one of the world’s 
finest wine countries, it couldn’t 
compete in Britain with Euro- 
pean countries until Empire 
wines got a duty preference 
twenty years ago. That bucked 
up the South African industry. 


But why haven’t we tasted 
such wines before ? 


Because really fine wines are 
achieved by selectivity, experi- 
ment and slow maturing. South 
Africa has done as much in 
twenty years with some wines 


SOUTH AFRICAN WINE FARMERS 
ASSOCIATION 


(LONDON) LIMITED 





Vor bi bfebewa = 


as the Continent has in 
generations, 


Only certain wines, then ? 


So far. All are good, but not 
all are fine. The improvement 
is naturally progressive. 


Were South African wines 
well-known here before the 
preference twenty years ago ? 


Now you're delving into 
history. They used to very 
popular, But in 1860 Mr. 
Gladstone removed the Colonial 
Preference and sent the South 
African wine industry into the 
wilderness. 


Is that likely to happen again ? 


I hope not. Imperial Preference 
has encouraged the South 
African wine growers to tre- 
mendous efforts, The British 
Government is not likely to 
lead such an important Empire 
Indusiry up the garden again. 
It wouldn’t make sense. 


So we can look forward to 
several kinds of really fine 
wines from South Africa ? 


You certainly can 
and very soon, 
too.”” 
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This is one of the “BB” ra of Milners’ post 
wor desi, mats cuibderpvcd of security. Pulther 
detaile of shia range will be sent on request. 


MILNERS 


Safe! 


How is one to choose a safe? 
Obviously, reputation is the 
surest guide, Here the name 
of Milners is pre-eminent. For 
over 100 years Milners have built 
safes and  strong-rooms for 
nearly every world-famous con- 
cern, and Milners’ safes are to 
be found in every quarter of the 
globe. Whether it’s a specially 
constructed strong-room to pro- 
tect a fortune, or whether it’s a 
small safe to take care of 
personal treasures, you can be 
sure that you've made the 
wisest choice when you specify 
*Milners”. 


MILNERS SAFE CO. LTD., 58, HOLBORN VIADUCT, E.C.1. 


Telephone: CENtral 0041/5. 


Factories: Phoenix Works, Speke, Liverpool, 


Telegrams: Holdfast, Ceat, London. 


lelephone: Hunts Cross 1281/6, 





MILNERS — THE SAFEST SAFE INVESTMENT 
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BEVERLEY MINSTER 
















imposing exteriors . . . furnishings and decorations, 

priceless heirlooms of craftsmen of the past — these 
are the historic background of the Yorkshire of to-day with 
its thousands of craftsmen skilled in so many trades. This 
tradition is to be seen throughout Yorkshire, among its 
people, in its cities and towns, in its industries, and is the 
solid foundation upon which “'The Yorkshire Post”? is 
established. Owned, edited and published in Yorkshire, 
it is indeed part of Yorkshire life, yet with that breadth of 
outlook which causes its viewpoints to be studied and 
quoted throughout the world. 


The Horkshire Post 


THE NEWSPAPER OF THE NORTH 


(e TURIES OLD ABBEYS, Churches, castles, mansions of 
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COMPANY MEETINGS 


CARTER AND COMPANY, 
LIMITED 


A YEAR OF PROGRESS 


The thirty-ninth ordinary general meet- 
ing of Carter & Company, Limited, was held, 
on the 3lst ultimo, in London. 


Mr C. Cyril Carter, the chairman, in the 
course Of his speech, said: It has been for 
us a year of progress in many directions. 
All your companies have been working for 
the full twelve months and all of them have 
made profits. The export trade of your com- 
pany before the war was not large; we had 
developed and become very prominent in cer- 
tain rather specialised activities in the build- 
ing trade in this country. When the war 
put an end to those activities for a time, a 
substantial export trade was developed by 
those of your companies engaged in the mak- 
ing of tiles, and it is our hope to maintain 
that, and in fact increase it. Only one thing 
prevents us increasing it still more now, and 
that is the shortage of labour. 


I want you to know that we are giving a lot 
of attention to these things, with a view to 
equipping our factories for maximum output, 
but it is at times slow work, as you will 
appreciate, because deliveries of necessary 
machinery and equipment are inevitably slow. 
Reference was made last year to the need for 
considerable expenditure at our Stoke-on- 
Trent factory. We have made a start there, 
but have met with one or two setbacks which 
have held us up, in spite of which the factory 
has got going again and increasing its out- 
put. I have referred already to the Poole 
Pottery works. The distinguished wares of 
fine quality for which the company had made 
a name for itself are now being produced 
again, for export. 





Although in common with other tile 
makers we have very much restricted the 
range of our products, with a view to getting 
the greatest possible output, demands for the 
special work for which we are so well known 
are gradually increasing and we are equipping 
ourselves by training the necessary craftsmen 
to carry out such work when it can be under- 
taken, and we have had sympathetic help 
from the Government departments concerned, 
in this matter. 


SUBSIDIARY COMPANIES’ CONTRIBUTION 


You will note the substantial contr.bution 
the subsidiary companies have made to the 
profits of the year. The turnover has in- 
creased as labour has been available, and 
that must account for the improved position 
presented to you, but costs of fuel and raw 
material have risen against us to detract 
from what would otherwise have been still 
better results. 


We have the satisfaction of knowing that 
the things we make are the best of their kind. 
In design and quality our name stands very 
high. Everything we make 1s a solid con- 
tribution to building (to housing or to the 
rehabilitation of industry) the only excep- 
tion being that of the Poole Pottery, which 
is, to an unfortunately muted extent, meet- 
ing domestic needs and, to a still more 
restricted extent, ministering to the esthetic 
satisfaction of householders. 


I wish our general contribution could be 
greater, and I feel that it could be if some 
of the valuable labour and raw material used 
in the making of the trashy rubbish made 
and sold in this country to-day could be 
diverted to more useful channels. We feel 
that the sound financial position of the com- 
pany, which has often been referred to, will 
be even sounder if we make wise use of our 
resources to that end. 


The report was adopted. 


A YEAR OF PROGRESS 


The eleventh annual general m, 
New Broken Hill Consolidated, Li 
was held, in London, on the 7th ingto 
Mr John R. Govett, the chairman, pr 
ing. 

The following is an extract from his sta 
ment, circulated with the report and accounts 
for the year 1946:— yee 

The year under review has been one og 
progress. An the year 1946 ore pr mee: 
from our own leases totalled 41,723 
which 29,459 tons came from the ziné lode 
and 12,264 tons from the lead lode, oe 


In order to determine the position of the 
footwall shear in the area of the 2 
upeast airway and to obtain any information 
about possible ore bodies, a series of bore 
heles have been planned. a 

While it is too early yet for us to attempt 
an assessment of ore reserves in the usual 
terms, we have no doubt that the programme 
on which we have embarked is well withig 
the limits of the ore that will be developed 
in the area extending to a point 3,000 f& 
south of our Northern boundary. It will 
be appreciated, of course, that in adhering te 
our time-table we are dependent not only og 
obtaining the necessary manpower—which 
we believe will be available—but on main- 
tenance of delivery dates by manufacturers 
of plant and equipment in Australia and the 
United Kingdom. I look forward to being 
able to give you next year a report of further 
satisfactory progress, and with the higher 
range of metal prices so far experienced this 
year I believe I am entitled to say that you 
may expect your company to reach the divi- 
dend-paying stage. 


The report was adopted. 








(Continued from page 258) 


of gold bars, thus putting legal sanction behind the recent request 
of the Federal Reserve Bank of New York that no dealings in 
gold should take place at more than the official price of $35 per 
ounce. The Philippine Government has also taken steps to pro- 
hibit gold operations at more than the authorised price and to 
prevent the renewal of gold export licences, The Philippine 
move is of considerable importance, as these islands have pro- 
vided one of the main channels through which gold has been 
reaching the Far Eastern markets, whose appetite for the metal 
has proved almost insatiable. 


a x *x x 


Higher Cement Output and Prices 


Cement production made a good recovery from the fuel crisis, 
but costs are rising and acute shortages are reported in some areas. 
Output in the average week of February was only 48,000 tons, 
compared with 110,000 tons in the average week in January which 
was by no means a month of high production. Since February, 
production has gradually recovered and by the last week in July 
it had reached almost 163,000 rons—that is, 10,000 tons above the 
previous post-war peak of 153,000 tons recorded in October, 1946. 

By last November the scale of cement production had expanded 
sufficiently for the industry to reduce its prices by 2s. a ton. But 
the low cutput between January and June and rising coal and 
transport costs have together provided the justification for the 
Ministry of Works’ recent decision to raise Portland cement by Is. 
a ton to $6s., with the same increase for rapid-hardening cement. 


Under the summer, coal scheme, the building materials in- 
dustries were expected to receive about 85 per cent of their 
requirements, and cement perhaps slightly more. In the event, 
coal deliveries have not always proved to be the same as allocations 
and some cement works are still suffering from a coal shortage. 
In some regions the scale of production is below the optimum 
level and in areas like the West Country and South Wales, which 
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are some distance from the main centres of production, an acute 
shortage of cement has developed. 

There are better arguments for giving cement its full coal allo 
cation than for any other building material industry. Indeed, itis 
impossible at present to have too much cement. The Ministry 
of Works has embarked on a £75 million power-house expansion 
scheme to be spread over the next two years which will consume 
big tonnages of cement. Houses and new factories will need 
large quantities and the export market has been starved since 
the export quota was cut just before the fuel crisis, when the 
industry ran short of kraft paper bags. Stocks in the Pipeline are 
low and must be replenished if the building programme is to fun 
smoothly during the autumn. 3 


a 


Shorter Notes 4 


In continuation of the Treasury’s policy of anticipating matuti- | / 


ues of Defence Bonds by offering conversion terms well in 


holders of 3 per cent Defence Bonds maturing between Novem 


ber 1, 1947, and April 30, 1948, are invited to continue their bonds 
until the next interest date, May 1, 1948 (when a payment | 
six months’ interest and a maturity premium of £1 per cent ¥ 


be made), and to convert into the same amount of s 
Detence Bonds repayable at {ror for each £100 sitio ale 


on May 1, 1958. 
* 


The Trustees of the Houblon-Norman Fund, on the recom 


mendation of the Advisory Committee, have made the following 


awards for 1947-48:—Fellowships (renewed for a second yea 


Wales. Research Grants; D. R. Marsh. B.A.—Rise and G: 
of Corporate Executors and Trustees ; Renewed for a second 


year: P. S. Sumner, M.Sc., B.A—The Economics of Investment. 
Trusts. oe oe 


Further information may 
Houblon-Norman Fund, c/o Bank of England, E.C.2. a 


Se A enn MO Rt a Rey, 


P. J. Watkin, B.A—Financial Facilities for Industry in So ~ 
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aes 


An offer of awards for 1948-49 will be made early in 1948 ee 
be obtained from the ary, — 
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GENERAL ELECTRIC 
COMPANY, LIMITED 
DEMAND EXCEEDS SUPPLY 


The annual general meeting of the General 
Electric Company, Limited, was held, on the 
31st ultimo, in London, 

Sir Harry Railing, the chairman, said that 
the profit, after providing for E.P.T. and 

ts tax, amounted to £2,270,965, com- 
pared with £2,300,554 a year ago, a slight 
decrease of £29,589. The result had been 
achieved in spite of the setback suffered on 
account of the fuel crisis, The net profit 
was £905,201, against £956,413, and they 
recommended a dividend of 10 per cent. per 
annum and a bonus of 74 per cent. on the 
ordinary stock. 

He had explained last year the tasks ahead 
of them, namely, to increase their productive 
capacity in all fields for capital and consumer 
goods for home and export. They were 
valiantly struggling to overcome, within the 
limits set to them, the difficulties which con- 
fronted them in regard to adequate buildings, 
new tools, labour supply and raw materials. 
They had successfully changed over from 
production of war materials to normal peace 
production, but were handicapped by the 
necessity of changing their plans with the 
ever-changing picture dictated by national 
requirements. 

They were doing their utmost to play their 
part in the call for increased production in 
all fields. ‘They had increased, and intended 
to increase still further, their output for 
capital goods in connection with generating 
plant, in connection with transmission and 
distribution plant and traction work, They 
had replaced the manufacturing capacity in 
telephone and radio transmission plant which 
had been destroyed during the war and had 
extended it by additional works, They were 
doing their best to start factories in districts 
where labour was available. 


TASKS IN MANY FIELDS 


The urgent need for the country to extend 
the power supply to mechanise the mines and 
crease coal output, to increase the produc- 
tion of steel, to re-equip transport and ship- 
ping, to increase means of communication 
and to improve exports could only be satisfied 
with the help of this company. 

All those demands on them had involved 
them, and would still further involve them, 
in heavy capital commitments: In each of 
those fields during the reconstruction period, 
as during the period of the war, they had 
to play a prominent part. 

The demand for most of their goods at 
home and abroad was in excess of their out- 
put. He was of the opinion that that would 
continue for some time, anyhow as far as 
capital goods were concerned. In regard 
to some of the consumer goods, the outlook 
Was becoming somewhat less promising. 
Their output and means of expansion for the 
coming year were both entirely dependent, 
first of all, on the supply of coal and then 
of power, steel and other raw materials. It 
was impossible to make sufficient progress 
im any direction until those barriers were re- 
moved. One could not be optimistic about 
the immediate industrial outlook, They 
might have further setbacks and disappoint- 
ments in regard to coal and the quick 
amelioration of the shortages from which they 
suffered. But it was surely impossible to 
imagine that any responsible party, manage- 
ment or section of workers would knowingly 
Persist in any measures which, at the present 
critical juncture, tended to increase the diffi- 
culties in any way and thereby deliberately 
Prevent us from maintaining our standard of 
living. The clear task was an immediate 
increase in production, Past history showed 
that whenever they had been given a task, 
which was understood by all, they had jointly 
solved jt, 

The report was adopted. 


GEORGE 


NEWNES,. LIMITED 


INCREASED DIVIDEND AND FIVE PER CENT. JUBILEE BONUS 


The fiftieth annual general mecting was 
held on the 31st ultimo at the company’s head 


‘The following statement by the chairman, 
Sir Frank Newnes, Bt., was circulated with 
the report and accounts -—— 


This year the company presents its fiftieth 
balance sheet and profit and loss account. It 
happens also that its Jubilee coincides with 
the largest net profit in the history of the 
company. 

In such happy circumstances the directors 
propose that the company’s Jubilee year 
should be celebrated by payment of a special 
bonus of 5 per cent. is is in addition to 
the proposed increase in the dividend on 
the ordinary shares from 12} per cent. to 
15 per cent. 


For the five years preceding the outbreak 
of war the average dividend paid on_ the 
Ordinary shares was 13 per cent. per annum. 
The average paid since 1940 has fallen to 
9 per cent. per annum. The directors thus 
feel that, in view of the enhanced profits and 
the powerful financial position of the company 
and its subsidiaries, the Ordinary shareholders 
are fully entitled to the increased payments 
recommended. 


THE ACCOUNTS 


The net profits, after making all charges 
and providing for taxation, amount to £191,604. 
This compares with £151,893 for the previous 
year. 


With the amount of {£61,923 brought 
forward from last year, and after deducting 
dividends on Preference shares, there is an 
available balance of £212,254. The proposed 
dividend on the Ordinary shares requires 

75,000, and the special Jubilee bonus 

25,000, and after transferring £5,000 to 
staff sick and pension fund, £25,000 to* 
general reserve and £20,000 to development 
and reconstruction fund, there remains a 
balance of £62,254 to be carried forward to 
next year’s accounts. 


The items in the Newnes balance sheet 
show few marked changes. “ Freehold and 
Leasehold Premises ” at £229,762, has risen 
by £88,097 as a result of further acquisitions 
to meet the growing needs of the business, 
“Investments” at £874,732, showing an 
increase of £77,473, represents new ‘enter- 
prises in which the company has become 
engaged. Stocks at £170,963 are higher by 
£42,129. These additional outlays are 
reflected in a reduction in our holding of 
British Government Securities, which at 
£87,738 shows a fall of £74,222; and cash 
at £302,762 is lower by £31,797. 


The consolidated statement sets out the 
financial affairs of the Newnes group of 
companies as a whole. With George Newnes 
Limited as the parent company, the other 
companies are: C. Arthur Pearson Limited, 
Country Life Limited, W. H. and L. Colling- 
ridge Limited, National Trade Press Limited, 
Leach’s Publications Limited, London Opinion 
Limited, British Aviation Publications Limited 
and =~ Educational Publishing Company 
Limited. 


The latter company, recently formed, is 
planning to enter the educational book market, 
and the services of Sir Frederick Mander, who 
holds an eminent position in the educational 
field, have been secured. He has become a 
Director of the new company and is now 
actively engaged in its affairs. Mr Charles 


Pearce, the ular and well-known general 
secretary of the Teachers’ Association, 
has also joined the board. 


STRONG GROUP FINANCES 


The figures of the consolidated statement 
disclose a strong financial position. Reserves 


total £817,576, in addition to which a sum of 
£379,992 has been set aside for development 
and new enterprises as and when suitable 
opportunities arise, Balances on profit and 
loss accounts amount to £233,389... Stocks at 
£259,322 have risen by £66,820... Government 
securities at £114,797 are £149,222. lower. 
Cash has increased by £66,128 to a total of 
£679,973, in addition to which we have tax 
reserve certificates of £445,350 to meet our 
obligations. in that connection, ‘“ Freeholds 
and leaseholds’’ at £326,044 have increased 
by a net amount of £35,462. 

Trade investments at £339,094 are £183,094 
higher. Plant at £28,746 is £62,545 lower. 
These changes reflect the arrangements which 
were com in the current financial year 
whereby the pringing interests of the Newnes & 
Pearson Printingggcompany, together with the 
factory and. the bulk of the machinery were 
acquired by W. Speaight & Sons. As was 
stated last year, we retain a substantial interest 
in Speaight & Sons, which is conducted by a 
joint board appointed by Financial Times 
Limited, our partners in this enterprise, and 
ourselves. The new arrangements are working 
smoothly and well, but the increasing benefits 
expected from the n.erger are. being retarded 
by the difficult paper supplies which threatens 
to become even more difficult rather than 
easier. 


The various companies have paid substantial 
amounts as excess profits tax during the period 
the tax has been in force, and it is now com- 
puted that a net amount in excess of £150,000 
will fall due to be repaid to the company. 


PAPER SUPPLY PROBLEMS 


The publications, while fully maintaining 
their sales to the extent the very limited paper 
rations permit, have been able to make little 
progress in the direction of additional pages 
and higher quality of production, both of 
which steps we consider to be essential at the 
earliest moment in studying the long-term 
interests of. the business. F ermore, 
advertisement space is still very strictly limited, 
although every possible care is taken to ensure 
that the allocation is fairly spread among the 
many advertisers using our journals. 


It has come as a shock to the periodical 
publishing industry to find that after waiting 
patiently for a long time for a very moderate 
improvement in paper rations, it has recently 
had to move backwards rather than forward. 
The paper supply position has deteriorated 
in a manner to cause us deep anxiety. Arising 
out of the fuel crisis in the spring, paper 
supplies were reduced from 40 per cent. of 
pre-war to 35 per cent. Whilst causing a 
severe and costly setback, we regarded this as 
a temporary misfortune, but unhappily we have 
already been notified that the lower figure is to 
continue up to November. After that, the 
possibility of an improved position is by no 
means reassuring judging by present indica- 
tions. In addition, paper prices have just been 
sharply increased. The result of all this is to 
create new and embarrassing problems, to 
which we are now applying ourselves. 


No one would wish to minimise the serious 
economic problems with which the Govern= 
ment is confronted, nor to put forward claims 
on behalf of any section of industry not 
consistent with those problems. At the same 
time one cannot but feel that the highiy 
important services the periodicals are abie to 
render to the country are being restricted 
more than they should be, even in the present 
difficult conditions, A moderate increase in 
paper supplies would enable the jodi 
to perform additional services to public, 


to the business community, and to the con- 
i upon their 
production >» Out of all proportion to the 
comparatively small extra tonnage involved. 


Early this year Mr H. Tingay, managing 
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director, and another director, Mr H. 
Patchett, carried out a round-the-world tour 
by air, visiting Australia, New Zealand, 
Canada and the United States of America. 
It was mainly a goodwill visit to re-establish 
personal contacts with a wide ci of 
business interests which it had not been 
possible to maintain under the prevailing 
conditions of recent years. For the same 
reasons other directors and executives have 
‘@isited the United States and Canada during 
the year. 


* COUNTRY LIFE” FIFTIETH BIRTHDAY 


“ Country Life,” as well as George Newnes 
Limited, attained its jubilee during the year, 
having first been published on January 8, 
1897. To mark the occasion a dinner was 
held at the Dorchester Hotel, at which im- 
pressive testimony was paid to the high 
prestige this journal enjoys. Messages were 
read from His Majesty the King and Her 
Majesty Queen Mary, and among the 400 


guests were distinguished representatives of 

the Church, the Arts, Agriculture, Sport, and 

ing advertisers and executives of 

interests, and the various ‘national 

identified tnell during ihe ese ffty yests. 
1 i ing the past years. 

Commencing this year the y pro- 
poses, in response to requests from a number 
of shareholders, to revert to the pre-war 
practice of paying interim dividends in respect 
of the Ordinary res. We have a consider- 
able number of small sharcholders, and feel 
that the course proposed will be welcomed. 
It should be made clear, however, that the 
resumption of interim payments does not 
imply any increase in the total dividend for 
the year. 

Again I have to pay high tribute to the 
loyal and devoted work of the staffs of the 
various companies, and to express to all con- 
cerned the thanks and appreciation not only 
of the directors, but I am sure, of the share- 
holders, too. 

The report and accounts were adopted. 





BRITISH PLASTER BOARD, LIMITED 


PROFIT MAINTAINED DESPITE DIFFICULTIES 
LORD BELPER ON THE OUTLOOK 


The thirtieth ordinary general meeting of 
the British Plaster Board, Limited, was held 
on the 31st ultimo at 20 St. James’s Square, 
London, S.W., the Rt. Hon. Lorp BELPER, 
the chairman, presiding. 

The chairman, in the course of his speech, 
said: Before charging tax, the profits for the 
year are approximately the same as for the 
previous year, but an additional amount -is 
now required for the dividend on the in- 
crease in the issued capital, and there has 
had to be found a sum to meet the new 
profits tax which accrues as from January 1, 
1947. There is, however, sufficient profit to 
maintain the dividend on the ordinary shares 
at the same rate as that paid for some years 
past, and still leave a small sum to be added 
to the balance carried forward. 

As you will have observed, the balance- 
sheet reflects the considerable extensions in 
mine and plant capacities, some of which 
have now been completed. The increase in 
the amount of shares in subsidiary companies 
from £1,208,551 to £1,240,633 is accounted 
for by the acquisition of the Raynal Manu- 
facturing Company, Limited, to which I 
referred last year, less an adjustment 
occasioned by the writing down of the hold- 
ing in Peter Ford and Sons, Limited, to 
a figure commensurate with the net assets 
remaining in that company. A _ settlement 
has been reached with the Air Ministry in 
connection with the explosion at the Fauld 
Mine and works of Peter Ford and Sons, 
Limited, and the difference between the 
amount of the settlement and the net assets 
remaining in that subsidiary, accounts for 
the increase jn the capital reserve of £59,310. 

There is a new item in the balance-sheet 
representing shares in an associated company, 
which cost £125,000.. This refers to your 40 
per cent. holding in Gypsum Industries, 
Limited, of South Africa, now taken up, 
following the announcement made in the 
Press during May, 1946. 


* SURPLUS OF ASSETS 


In my statement to you last year, I re- 
marked upon the surplus of £920,630 of 
current assets in excess of current liabilities. 
This year, you will see that the current 
assets amount to £1,450,144 and the current 
liabilities, including the provision for divi- 
dends now recommended, amount to 
£291,646, leaving a surplus of £1,158,498. 

current assets as shown in the con- 
solidated balance-sheet amount to £2,942,558 
and the current liabilities, including dividends 
now recommended, amount to £718,719, 
leaving a surplus of £2,223,839; the corre- 

i surplus disclosed by the 
previous year’s consolidated balance-sheet 


being £1,791,156. Your company is, there- 
fore, well placed to finance the completion of 
the various extensions in progress. 

The balance-sheet has been strengthened 
by useful additions to the reserves. Share 
premiums on the recent issue of new 
ordinary shares yielded £851,686, and the 
capital reserve account has been increased 
by the £59,310, to which I have already 
referred. Your directors had these facts in 
mind, in making their recommendation to 
maintain the dividend. s 


IMMENSE DIFFICULTIES 


Reviewing the year which lies behind us, 
there js still, I fear, all too little understand- 


* ing in this country as a whole of the immense 


difficulties under which those of us respon- 
sible for the production of goods or services 
are labouring; difficulties, that is, which are 
the inevitable result of superimposing upon 
industry an ever-increasing number of self- 
contained bureaucratic machines, too vast and 
too independent of each other for practical 
co-ordination. 

In the “Economic Survey for 1947” 
presented a few months ago by the Prime 
Minister, there was encouraging evidence 
of the Government’s realisation of the need 
for co-ordination, and Government Depart- 
ments, employers and labour were urged to 
consult together, thus expediting the solving 
of the many problems. 


NOTEWORTHY ACHIEVEMENTS 


I want you to know that the figure of 
profit, before taxation, of £592,910 has been 
earned in the face of a large measure of such 
troubles as have beset industry as a whole. 
However, there are a number of achievements 
to record. The pri of our considerable 
outputs of plaster boards have been reduced 
and in the main, the prices of the rest of our 
numerous products have been held steady. 
Our workers have received increases in their 
wages and a pension scheme for our staffs has 
been agreed upon by your board, subject 
to consideration, in due course, of the re- 
lative clauses jn the latest Finance Bill. 

Whilst I hasten to disclaim it as an achieve- 
ment, I make mention here of the benefit 
which the Chancellor of the Exchequer has 

ed by way of the new profits tax as 
January Ist. Your company, although 
essential to the war effort, was never per- 
mitted to make profits as large as those 


earned in world-wide competition before 
1939, and so never attained the payment 
of excess profits tax. This latest form of 
tax is, therefore, for us, not an alternative 
but an entirely new and additional burden. 

The consequences upon your company’s 
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affairs of the ‘fuel crisis were considerable 
and, as has been pointed out on behalf of 
other industrial concerns, succeeded in doi 
that which all the efforts of our enemies 
to do. It closed down almost all our mines, 
mills and factories for a number of weeks, 
Whilst, therefore, the personnel of your 
company have received benefits, the full 
brunt of the fuel crisis in the latter part 
of our financial year, followed by the new 
profits tax, has fallen on the shoulders 9 
the company’s 14,000 shareholders, who mugt 
look to the future for some alleviation of the 
loss in purchasing power of their dividends, 
the rate of which has not been increased for 
a number of years. 


NATIONAL INTEREST SERVED 


The national interest has been well served 
by your company. Apart from the stability 
of the sales prices, there has been a sub- 
stantial increase in the production of all the 
main products, as compared with the previous 
year. I single out for special mention the 
production of gypsum from the mines, In 
spite of the loss of output during the fuel 
crisis, the total production for the year was 
6 per cent. greater than the best achieved in 
pre-war years and the rate of extraction is 
still increasing. This position is due, prin- 
cipally, to the mechanisation of our mines 
now proceeding, and there is expectation 
of reaching our gypsum rock production 
targets before the end 21 1947, thus enabling 
the full potential demand of this country 
to be met. 

The rest of your company’s expansion 
schemes, principally in the gypsum plaster 
and plaster board fields, are making progress, 
although slow in some cases, because of 
delays in delivery of plant. 

In these difficult times, you doubtless look 
to me to submit a view, however tentative, of 
the future prospects of your company. I 
feel I shall best serve this purpose by stating 
the simple facts as I see them. 

Your company depends for its prosperity 
mainly upon the building industry. This 
country has need of building activity to a 
degree beyond anything previously experi- 
enced. It is surely to be assumed that we 
shall eventually achieve a rate of building 
in excess of that prevailing in pre-war days. 
Your company, together with its competitors, 
will presently be in a position readily to 
supply the full requirements of their pro- 
ducts, if we can also assume availability of 
fuel and other raw materials. The long- 
term future appears, therefore, to be assured. 


PRESENT POSITION 


In the meantime, the rate of new build- 
ing operations is a fraction of pre-war 
rates. The effect of this lamentable position 
is, at present, offset so far as your company 
is concerned, by a demand for materials for 


- repairs and for construction of pre-fabricated 


houses, to a point where there continues t 
be a demand in excess of supply. I trust the 
building industry can be enabled to get into 
its full stride before the requirements for 
repairs and pre-fabricated houses have been 
largely filled. To avoid any such gap, the 
building industry will certainly need, and 
need quickly, a great deal more freedom 
from restriction and, in certain sections of 
the industry, both workmen and employers 
will have to finds ways of achieving far more 
effective production for each hour of theif 
labours. 

So far as concerns your group of com- 
panies, you will no doubt have appreciated 
from my remarks that production in relation 
to manpower has shown satisfactory progress. 
I know you will wish to join with me ia 


thanking the personnel of all sections for their 


efforts during a difficult year. I am confident 

we have an isation upon which we 

can rely in meeting whatever lies ahead. 
The report and accounts were 

adopted. 


At a subsequent extra-ordinary general 
a tion was passed approving” 


the conversion of the ordinary shares into 
stock, 
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‘Statistical Summary 


GOVERNMENT RETURNS 


For the week ended August 2, 1947, total 
ondary revenue was £80,196,792, against 
ondinary expenditure of ¥£98,511,525 and 
. were no issues to sinking funds. Thas, 

sinking fund allocations, , of 

3,53 aoa. the surplus accrued since April 

is: {262,224,175, against a deficit _of 
£303,225,239 for the ‘corresponding périod 
a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE _ 


eS Receipts into the 
| Exchequer 
{ (¢ thousand) 


| Beti- teil ar 











‘Revenue mate, 1 l . Week Week 
1947-48 to to ~ ended aan 

Aug. Ang. Aug. Aue. 

1946 1941 | 1946 1947 


ORDINARY | | 
REVENUE 


i Taz... 1073000}.291,825, 275,744.22,114, 23,160. 


..+| 80,000} 13,416, 15,280. 276) . 400 

Brute etc., Duties’ 155, 50,610 59,563 2,640) 3,700 

57,000! 11,250; 15,050 1,780 

202, "900 ,10,609 8,660 510 

| 106,566) 67, Ht js Sars 4,229 
1,000). "133 kim pa 





























Customs. ......+: 736,960, 186,305. 255,177, 7 «2 12,052 
Bathe ics. 0.00: \ 643, ,040) 203, 672 196,417 28,426) 32,554 
Total Customs “P | 

Excise .:...... 380000) 389 on 451,594 35,898) 44,606 
Motor Duties .... ee 000) 7,446 7,891, 663, 676 


Surplus War Stores 95,000) 14,531 63,964, 85, 135 
Surplus Receipts | 


from Trading ..| 55,000; ... 25,000 
Post Office (Net | . 050 ao 
Receipts)... ... oon ji i 
Wireless Licences . 11,000) 1, ,760) 2,640) 
Crown Lands .. 1,000) 390) “4 








Receipts from, | 

Sundry Loans. 21,000, 4,885 12 1382, 
Miscell. Receipts. .' 270, de 5,571 155,650 
Total Ord. Rev.. 5451 (911, ,019 1161980 70, 368 80,197 
SeiF-BALANCING | | 
Post Office ...... 144,230) 40, 500 46,300, 2 100 3,920 
Income. Tax on! 

E.P.T. Refunds, 49,000) 80, 740, 6,859 4, 474 123 


Tott .i ns. -|3644230,10322 | 1032259) 159) 1215139) 7 76, 242 84 84,240 


| Issues out of the Exchequer 
to meet payments 
(¢ thousand) 








Esti- eee eee 
A April 
Expenditure 1507-381 5 1 Week | Week 
to to | ended | ended 
Aug. | Aug. | Aug. | Aug, 


3, 2, 3, 2, 
1946 | 1947 | 1946 1947 
DITURE 


Int. & Man. of! | 


Nat. Debt. . | 525,000) 145,448) 154, a1 20,832) 
Payments to N.| | } 
Ireland... ... .| 23,000) 4,875 6,675 


| 3,260) 15) 120 


Be | 8, 000) 3,236) 
* esses +1.1856,000 183,559) 164,205, 20,847; 21,906 
Supply Services . ./2625367 1056992! 732,020) 71,602! 76,606 


[rae ae ee 


Total Ord. Exp. .'3181367 1210551) 896, 225, 92, 449) 98,512 


he ANcrxc | 4 
Settle 144230 40, d 46,300; 2,100) 3,920 


on 
E.P.T. Refunds 49, 000! 80,7 6,859) 4,474 123 

Total ........... 3374597 1331791| 949,384 384, 99,023)102555 
After decreasing E 

e ing Exchequer balances bea. ,969 to 





i 








21,786 























5 the other operations for: the 
§ National Debt by £32,397,605 to £25,484 million. 


Teas NET RECEIPTS (£ thousand) 


1936, Section 26.....-ccsccssccceccece 240 
NET thousa: 

P.O. and Telegraph a ae ” 360 

Ree a ect 151 

res pm ere Guarantees Act, 1939, Sec. 4(1).. 7 


Ne Tome ha nes 1945, Sec. 31). weseee —_ 


Wat Damage : Board of Tide 


Tete eee eee ewe eee eee 


900 : 





CHANGES IN DEBT (£ thousand) 


ee ewe seni | + Net ee - 
ational Savings. . . reasury Bills ..... : 
Defence Bas. 


24% .. 1,660 | 3% Defence Bonds *2,149 
Tax Resetve Certs. 13,460 | Other Debt :-— 
iy pe — inn + Internal... ...... Be 
mel ESS, ,016- reasury Deposits... 8, 
Ways & Means Ad- ; ‘on 
WOO anese a va 49,220 





* Including £1,510,000 paid off on maturity. 


FLOATING DEBT 














(£ million) 
Treasury Ways and we 
Bills jeans = ore .. 
~ yances sury — 
aa Tt __| De | Float- 
Date — ing 
Phond — |e. Debt 
Tender | Tap Depts. En a Banks | 
- i dand | | 
Son Cone 
Aug. 3 | 1940-0! 2416-9! 380-6 | 20°25| 1903-5) 6262-2 
1947 
Apr. 26 | 2190-0| 2692-1| 519-9 | .- }1463-5}-6865-5 
May 3 | 2190-0) 2661-5| 507-9 | ... | 1463-5! 6822-9 
y» 20 | 2190-0! 2629-4) 401-3 | ... | 1463-5) 6684-1 
, 1? | 22900} 2627-11 348-0 | §-25 1463.5) 6633-8 
yy 24 | 2190-0) 2620-1} 327-5 | J. | 1463-5) 660103 
w» 32 |-2180-0 | 2603-3} 337-5 | 1-5" Y463°5) 65858 
June 7 | 2180-0) 2584-9) 341-5 | 5«5 | | 1465-5 | 6575-4 
s» M4 | 2180-0 | 2592-1) 347-1 | 10-25) 1453-5] 6582-9 
v2 | 2180-0! 2624-4] 341-9 110-0 [1443-57 6589-8 
y> 28 | 2180-0! 2537-3} 369-9 | ... | 1442-0! 6529-2 
July 5 2180-0 | 2584-91 356-7 | 6-25) 1368- S| eegs-8 
», 12 | 2180-0! 2541-0| 378-6 | ... | 1358-5! 6486-0 
»» 219 | 2180-0 | 2503-1} 328-9] .. | 1408- 5 | 6420-5 
» 26 | 2180-0 / 2493-4) 270-9 | ..._ | 1408-5) 6352-8 
Aug. 2 | 280: 0| 2470: ‘| 317-7 | 2-5 | 1400- 5| 6371-0 
TREASURY BILLS 
(£ million) 
e ints Per 
Amount — Cent. 
Date of f Allot- |A#otted 
lAp lied! ted ieee ant 
ffered| Allot , in. 
Mor % |_Rate 
1546 
Aug. 2 150-0 | 292-2 | 150-0} 10 0-75 31 
1 
May 2} 160-0 | 308-0 | 160:0| 10 0-84 32 
» 9} 170-0} 296-3} 170-0} 10 1-38 44 
;, 36 | 170-0 | 281-2} 170-0! 10 1-62 49 
» 23 | 160-0 6 | 160-0} 10° 1-45 43 
>, 30} 170-0 | 282-5 | 170-0] 10 1-66 49 
June 6 | 170-0 | 290-5] 170-0| 10 1-49 45 
»» 13 | 170-0 | 277-7} 170-0 | 10 1-61 49 
;, 20 | 170-0 | 282-0} 170-0} 10 1-65 49 
, 22} 170-0 | 288-4] 170-0] 10 1:43 46 
July 4] 170-0 | 292-1 | 170-0} 10 1-51 46 
», 12 | 170:0| 299°8 | 170-0} 10 1-09 40 
» 18 | 170-0:} 294-5 | 170-0} 10 1-39 44 
;, 25 | 160-0 | 292-4} 160-0} 10 1-24 40 
Aug. 1 | 160-0 | 287-9] 160-¢ | 10 1-1 39 


| 
{ ' ' t 
“On Aug. Ist applications for bills to be paid on Tuesday, 
Wednesday, Thursday and Friday were accepted as to 
about 39 per cent. of the amount applied for at £99 17s. 5d. 
and applications at higher prices were accepted in full. 
Applications for bills to be paid on Saturday at £99 17s. 6d. 
LT abeve were accepted in full. £170 million (maximum) 
of Treasury Bills are being offered for Aug. 8th. For the 
week ended Aug. 9th the Banks will not be asked for 
Treasury deposits. 


NATIONAL SAVINGS 





(£ thousand) Sih te ee ee 
Totals 

Week Ended Ivar 3lto 

| Jaly 27, | July 26, | July 26, 
1946 ||" 1947 ||" 1947 | 


2,300 | 2,750 | 88,850 
3,400 2,450 | 47,500} 


—— ee eee 
Net Savings .......+.+++ 'Dr.1,100|  300| 41,350 





Savings Certificates :— | 





31,400 


2,168 | 1,925 
ti 143 | 12,059 





P.O. and Trustee Savings 
Banks :— 
Receipts... i .vccceesesves 
Repayments ...++++«05s 
ee 


ere ees vepela 
terest accrued on savings 
Interestning invested ...... 


BANK OF ENGLAND 


RETURNS 


AUGUST 6, 1947 
ISSUE DEPARTMENT 





Motes laws ATIAD | RBIS: me 100 
In Circln.... 1421,723;799') Other WA § 
In Bankg. De- Securities IPL. ae 
partment... 28,524,034 Other Secs... 
Coin other 
than Gold... 8,294 
Amt. of Fid. ————- — 
1450,000,000 
: 240,833 
1450,247,833 1450,247,8335 
BANKING DEPARTMENT 
Capital .... 3 4 KS oob't COA. “Seca... 3§4, $s, 661 
Rest. é9 fain 3,796,806 | Other Secs. :. 


Public Deps,*. 18,275,471 | Dicoet ad 88re7 
Vanees... 974,74 











Other -Deps, :/ Securtiés.... . 27,153,103 
Bankers... .. 279,649,214 |- — 
Other Accts... _ 95,804,068 46,127,850 
Notes. seetete 28,524,034 
375,453,282 
COR: cikvendes 2,431,014 
ores * ee 
Wits 412,078,559 " \ + 412,078,559 
i 7 uer, Sav: B Commissioners 
of National Divkiend Accoare. : 
COMPARA TIVE ANALYSIS 
tment, SOOO 
| 1946 1947 


Aug. uly | Al 
(Sar a Ae 
oaenaer 








Issue Dept. : j | 
Notes im circulation ...... '1391-0'1408-3,1419-3/1421-7 
Notes in banking rae 

MOOG ssi Casadei ee 42 a0 30-9) 28-5 

Government 

ona oe ciaee i Fide # 3 1449-3 

Other securities. ........ - < 

Valued at s. per fine 02. 173/3 173/ 172/3 173/38 
ae Beat, § 

| 13-9) 8-9 11-3) 18-2 

241-1, 295-5) 301- 8} 279-6 

52-21 95-3, 95-1) 95-8 

307-2, 399-7) 408-2; 393-6 

Government...., ieee ce 4-21 331-1 336-0) 335-0 

Discounts, etc..........- 18-3) 24:3; 28-6) 39-0 

tn iia wikis ed toate ae 22-5 (17-7) 28°5| 27°23 

SOUR ci contaseeetnceee 715-0) 373-7) 393-1) 381-1 

Banking dept. res.......... x. oS 2 33°44 30-9 

4 % % 
“ Proportion”. .......+.+: $41 i -O} 8-1) 7-8 





~~ ® Government debt is £11,015,100, capital £14,553, 000. 
Fiduciary issue raised from £1,400 million to £1 450 
million on December 10, 1946. 


“Tue Economist” INpEx oF WHOLESALE 


Prices 
(1927 = 100) 
July He July ae July 
30, 15, 29, 
| 1946 | 1947 1947 


| 2-3 | MLL 
134 -4* 1335-4 
141-2 140-9 
223-8 225-8 
147-4 148-1 


| 146-3" | 148-4 
1913=100........-. 173-8 | 201-3" | 201-4 
* Revised figures. 
GOLD AND SILVER 
The Bank of E: *"s Official buying price for gold 


remained at 172s. per fine ounce throughout the week. 
Market prices* were as follows :-— 











SILVER Goto 
London INew York! Bombay | Bombay 








d vou ane 100 te 


y 


NATIONAL BANK OF INDIA LIMITED . 


Bankers to the- Government in Kenya ‘Colony and Uganda. r 
Head Office: 26 BISHOPSGATE, LONDON, E.C.2. 





BRANCHES: 

Ader and Coehin Madras - Kisumu Kenya 

‘Aden Poiat (8. India) Mandalay Mombasa Colou 
Amritsar Colombe Nuwara Nairobi Britis 
Bombay Delhi Eliya Nakuru E.A, 
Calcutta Kandy Rangoon Entebbe 2 
Cawnpore Karachi Tuticorin Jinja Uganda 
Chittagong Lahere Zanzibar Kampala ‘ aoe 
Dar-es-Salaam Mwanza Tanga ss ... Tanganyika Territory 

| 

SUBSCRIBED CAPITAL... ede £4,000,000 | 
PAID-UP CAPITAL <ss ess =6982,000,000 | | 
RESERVE FUND .... cin pes £2,300,000 | 


The business. 


Bank conducts every description of Eastern Banking 
Trusteeships and Executorships also undertaken. 











NATIONAL BANK OF EGYPT 


Incorporated in Egypt, 
Liability of Members is Limited. 


Head Office - - - CAIRO 


Commercial Register No. 1 Cairo. 





FULLY PAID CAPITAL - - £3,000,000 
RESERVE FUND _- = = £3,000,000 


levies Office: 


6 & 7 King William Street, E.C.4 


Branches in all the Principal Towns im EGYPT and the SUDAN 
UNIVERSITY COLLEGE OF HULL 
| 








DEPARTMENT OF ECONOMICS AND COMMERCE 
Applications are invited for a Lecturer in Applied Economics and 
Keonomic Statistics. Salary range £525 x £25—£800.—Particulars from 
the Registrar, to whom applications (six copies) should be Sent not 
later than 22nd August. ‘ eS 
UNIVERSITY OF THE WITWATERSRAND 
JOHANNESBURG 
Applications are invited for the CHAIR OF ECONOMICS. Salary 
£1,100 x £50—£1,400 per annum, plus a temporary cost-of-living allowance 
which at present is £75 per annum for a member of staff with a wife or 
other dependants and £46 168, for others. Membership of the University 
Teachers’ Provident Fund is compulsory. Allowance is made for 
travelling expenses.—Further particulars may be obtained from the 
Secretary, Universities Bureau of the British Empire, 8, Park Street, 


London, W.1. Closing date for the receipt of applications is October 
i4th, 1947. 


UNIVERSITY OF THE WITWATERSRAND 
JOHANNESBURG 

Applications are invited for a LECTURER IN ECONOMIC HISTORY, 
Salary £550 x £25 per annum, plus a temporary cost-of-living allowance, 
which at present is £75 per annum for a member of staff with a wife or 
other dependants, and £46 16s. for others. Membership of the University 
Teachers’ Provident Fund is compulsory. Allowance is made for travel- 
ling expenses.—Further particulars may be obtained from the Secretary, 
Universities Bureau of the British Empire, 8, Park Street, London, W.1, 
Closing date for the receipt of applications is October l4th, 1947. 


CANTERBURY UNIVERSITY COLLEGE 
CHRISTCHURCH, NEW ZEALAND 

Applications are invited for the CHAIR OF HISTORY AND 
POLITICAL SCIENCE. 

Salary £1,200 per annum (New Zealand currency). Allowance for 
travelling expenses for appointee and wife. Further particulars may be 
obtained from The Secretary, Universities Bureau of the British Empire, 
8, Park Street, London, W.1, Closing date for the receipt of applica- 
tions is October 6th, 1947. 











-NATAL UNIVERSITY GOLLEGE 


Applications are invited for the post of LECTURER IN COMMERCE 
AND ADMINISTRATION (in Durban). 

Applicants should have a degree in Commerce or Economics, and 
should be qualified to lecture on industrial management and business 
administration. 

The salary will be on the scale: 

Men: £550 x 25—£725 
Women: £425 x 25—£600 

Compulsory cost-of-living allowance of £46 153. per annum is paid in 
addition. The initial salary will be determined in accordance with the 
qualifications and experience of the successful applicant. 

Membership of the University Teachers’ Provident Fund is compul- 
sory. .The appointment will be in the first instance for a probationary 
period of one year. Further particulars may be obtained from the 
Secretary, Universities Bureau of the British Empire, 8, Park Street, 
London, W.1. Closing date for .the receipt of applications is ist 
September, 1947. : 

\IRST-CLASS Produce Marketing Assistant required for Marketing 

t Companies being formed in. London to handle 78 purchased by 
West African Boards. plicants should haye experience of marketing | 
and shipping produce and should not be more than 45 years old. Salary 


according to qualifications and experiencs.—Write full particulars to 
Box 808, c/o White's. Ltd., 2 Fleet Street. E.C.4. ‘ 


Printed in Great Britain by ST. CLEMENTS Press, LTD. 
--~at Brettenham House, Lancaster 








, Portugal St., Kingsway, London, W.C. 
Place, Strand; London, W.C.2. U.S. Representative : 











BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 
AUTHORISED CAPITAL ... © 1. 0 seas 


PCR ys 
CAPITAL FULLY PAID... ... cue eee oe —. 
RESERVE FUND & BALANCE carried forward ... 4s. 


has 
we. 
SORE 


£2,765,945 
DEPOSITS & CREDIT BALANCES : 
as at 28th February, 1947... ... «.. ss, SB 7,073,848” 


Head Office: THE MOUND, EDINBURGH 
Over 200 Branches and Sub-Branches throughout Scotland, i 


London Offices: 
CITY OFFICE, 30, BISHOPSGATE, E.C. 


PICCADILLY CIRCUS BRANCH, 16/18, PICCADILLY, w, 


REFUGE ASSURANCE COMPANY LTD. 
Chiet Office: OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS £16,300,000 
ASSETS EXCEED £97 000,009 
CLAIMS PAIO t¢XCEED ¢ 181,000,000 


11946 Accounts: 


HIS MAJESTY’S COLONIAL SERVICE 


A European (Commercial) Master is required for the 
Department, Singapore, to teach day and evening classes up tos 
required for such examinations as those of the London Chamber 
Commerce. Candidates should preferably be under 36 years of age 
a 2 a in Caen or Economics. Salary according. to 

ualifications and experience at a point in the scale $400- mensem 
aes per annum). “an ’ en 

ension position of contributors under Teachers (Superannuat 
can be safeguarded and secondment terms can, in certain conn 
arranged with Local Education Authorities. bia 

Further particulars of post and forms of application may be obtained 


from the Director of Recruitment (Colonial Service), 15, Victori 
London, S.W.1, ’ ictoria Street, 


eee exists for ASSISTANT EDITOR (Male or Female) fors 

Government Department in Moscow. 

Candidates must be British born of British-born parents, Goo 
education essential and, if possible, with qualifications in Economies 
and Political Theory. Knowledge of Russian, Russian history and affairs 
is essential. Journalistic experience desirable. 

Salary: married man from £600 p.a.; Single person £550 p.a. tax free, 
according to qualifications. Free accommodation and outfit allowance, 

Apgliications, giving date of birth, full details of education, qualifica- 
tions and posts held (including dates) should be addressed to Lenten 
Appointments Office, Ministry of Labour and National Se 
1-6, Tavistock Square, London, W.C.1, quoting Reference F.A, 372 

Original testimonials should not be forwar 


ded. <: 
ONLY CANDIDATES SELECTED FOR INTERVIEW WILL BE 
ADVISED. 


A MERICAN MAGAZINES available. Magazine of Wall Street, 67s. 6d; 
4% Saturday Evening Post, 50s.; Fortune, 67s. 7d. Incl. one year, For 


list of other magazines send s.a.e to Willen, Ltd. (Dept. 53), 120, St 
Georges Road, London, E.10. 


PROGRESSIVE post for young statistician in London Market Re- 

search office of large food concern, Good honours degree in 

matics with ambition to apply specialised knowledge to business 

lems. Initial salary will depend on qualifications; progress on demon- 

strated ability in technical and business aspects..-Write Box 529. 

C AND J. CLARK, LTD., Shoe Manufacturers, Street, Somerset. 
« require Woman Secretary for the Chairman of the Company. 

Previous experience of similar work is essential. This post will 

to those who like living in the country. Further information F 

given on application,—Full particulars of age, education and ex 

should be given on application, which should be marked ‘ Personal” 

and addressed to the Personnel Officer. 


| \ENMARK.—FABIAN SCHOOL. Hindsgavi Castle, Middlefart-on- 
Funen. Sailing dates: September 5th, returning September 21st; 
and September 6th, returning September 23rd, Cost £34, including Linen 


meals, tips, lectures, with two days in Copenhagen. Five Contin 
lecturers included in programme. A few v es. . Details : 
Secretary, Fabian Society, 11, Dartmouth Street, S.W.1. é 
ost MANAGER for Chemicals wanted by old-established firm 

Must be well versed in all aspects of the trade, such as 8 
markets, ete. Good salary and share of profits.—Box 531. 


Russian N lady gives Russian lessons.—Box 490.0 £2@+*«0°*«2~2~2~O 


> 








Postal [} Ga EE} 


Tuition for B a Sc E CO N. 


The London University B.Sc. Econ. Degree is a valuable qualification for statistical, research 
and. welfare work in commerce and industry, and for teaching or administrative posts under 
Education authorities, etc. The degree is open to all, without University residence. You 
may prepare for the three examinations at home under the guidance of Woley 
Hall (est. 1894); moderate fees, payable by instalments, if desired. 


| Prospectus from Dept. PI7, WOLSEY HALL, OXFORD 


Tre Economist Newsparer, LTD. 
‘ork, 6.—-Saturday, August 9, 1947. 


2. Published 
R. S, Farley, 111 meanness 





